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Hiate of New Jersaey

DEPARTMENT OF THE TREASURY
OFFICE OF MANAGEMENT AND BUDGET

CN 221

TRENTON, NEW JERSEY 08625
FEATHER O'CONNOR RICHARD B. STANDIFORD
STATE TREASURER DIRECTOR AND COMPTROLLER
DIVISION OF BUDGET AND ACCOUNTING

December 30, 1988

Governor Thomas H. Kean
Members of the Legislature
Citizens of New Jersey

In accordance with the provisions of N.J.S.A. 52: 27B-46, we are pleased to transmit to you the Annual Financial
Report for the year ended June 30, 1988, depicting the financial condition of the State and the results of operations
for the year.

This report was prepared by the Department of the Treasury, Office of Management and Budget, Division of
Budget and Accounting, which is responsible for both the accuracy of the data and the completeness and fairness
of the presentation, including all disclosures. The report presents the financial position and operating results of the
State under generally accepted accounting principles, as well as, the traditional budgetary basis presentations and
includes audited financial statements. We are confident the data is accurate in all material respects; that it is presented
in a manner designed to fairly set forth the financial position and results of the State’s operations as measured by
the financial activity of its various funds; and that ali disclosures necessary to enable the reader to gain a reasonable
understanding of the State’s financial affairs have been included.

METHOD OF PRESENTATION

The reporting approach established by the National Council on Governmental Accounting in Statement 1 and
endorsed by the Governmental Accounting Standards Board has been utilized. This approach does not provide a
consolidated State financial statement; rather, it combines funds and component units in columns of fund types to
provide an overview of the State’s financial position and results of operations. The statements which reflect these
combined fund type columns are referred to as the General Purpose Financial Statements and the auditor’s cpinion
is rendered upon the statements and notes in this section.

Following the General Purpose Financial Statements are the combining financial statements, schedules, statistical
data, and budgetary revenue and appropriation statements. These statements and schedules provide detail, generally
by fund, for the amounts shown in the fund type columns in the General Purpose Financial Statements.

REPORTING ENTITY

As required by generally accepted accounting principles, the accompanying financial statements include the
funds and account groups of the State (oversight entity) and those component units of government determined to
be part of the oversight entity. These component units of government include various public authorities, corporations,
commissions, State colleges and universities that are not operating departments of the State but for which the State
is deemed to have oversight responsibility. Accepted accounting principles provide that oversight responsibility
includes the ability to select the governing authority, ability to significantly influence operations, accountability for
fiscal matters, financial interdependency and scope of public service. The financial condition and activities of State
component units meeting this criteria are presented in the accompanying financial statements as Enterprise Funds
for authorities, corporations and commissions and as College and University Funds for financial activities of State
Colleges, the University of Medicine and Dentistry of New Jersey, Rutgers, the State University and New Jersey Institute
of Technology. The amounts presented were derived from their most recent audited financial statements. At year
end these component unit entities reflected combined net assets of $20.3 billion. In addition, the activity of the several
pension plans sponsored and administered by the State are included in the accompanying financial statements. For
further information on both the component units and the pension plans, refer to the notes to the General Purpose
Financial Statements.



ACCOUNTING SYSTEMS AND BUDGETARY CONTROLS

The accounting records of most State departments are maintained on a centralized accounting system. The
operations of this system are directed and supervised by the Office of Management and Budget, Division of Budget
and Accounting. Separate accounting systems are maintained by those component units of government which are
included in the State’s reporting entity.

The State’s annual budget is comprised of individual appropriations to departments for specific programs,
purposes, and/or special outlays and operating expenditures. Budgetary control is exercised at the department level
by individual appropriations and by allocations within appropriations to various major objects of expenditure.

Encumbrance accounting is employed to ensure that expenditures do not exceed appropriations and allocations.
Under encumbrance accounting, purchase orders, contracts, and other commitments involving the expenditure of
monies are recorded in estimated amounts in order to reserve a portion of an appropriation until an actual liability
is incurred. Total encumbrances and expenditures are monitored so as not to exceed amounts appropriated and/or
allocated. Encumbrances outstanding at the end of a fiscal year are reported in the financial statements as reservations
of fund balance, as distinguished from undesignated fund balances. Any unencumbered and unexpended non-
continuing appropriations lapse at the end of the fiscal year and become available for appropriation in the next fiscal
year.

In developing and maintaining the State’s accounting system, consideration is given to the adequacy of internal
accounting controls. Internal accounting controls are designed to provide reasonable assurance regarding the
safeguarding of assets against loss from unauthorized use or disposition and reliability of the financial records used
in preparation of the financial statements and maintaining accountability for assets. The concept of reasonable
assurance recognizes that the cost of a control should not exceed the benefits likely to be derived and the evaluation
of costs and benefits requires estimates and judgments by management.

All internal control evaluations occur within the above framework. We believe that the State’s internal accounting
controls adequately safeguard assets and provide reasonable assurance of proper recording of financial transactions.

FISCAL YEAR 1988—OVERVIEW

REVENUES

Budgetary revenues for general governmental operations totaled $10.2 billion. This represents an increase of
$358.8 million or 3.7% over 1987. Major taxes comprised 85% of total revenues. The largest part of major tax revenues
consisted of Sales tax, Gross Income tax and Corporation Business tax which accounted for 30%, 25%, and 12%
respectively of total revenues. Other major tax revenues (Cigarette, Public Utilities Excise, Motor Fuels, etc.) accounted
for 18% of total revenues.

The remaining 15% of total revenues was generated from principally three sources. Miscellaneous taxes, fees,
fines, investment earnings, etc. ($787.3 million) generated 8% of total revenues while State Lottery revenues ($501.0
million) and Casino taxes and fees ($275.6 million) represented 5% and 2% respectively of the total revenues for
the year.

SCHEDULE OF BUDGETARY REVENUES

F.Y. 1988 F.Y. 1987 Increase (Decrease)
Source of Revenue ($000) Amount Amount Amount Per Cent
Sales Tax $ 3,048,087 $2,910,696 $137,391 4.7%
Gross Income Tax 2,557,694 2,605,907 (48,213) (1.9)
Corporation Business Tax 1,220,811 1,129,230 91,581 8.1
Other Major Taxes 1,795,733 1,606,472 189,261 11.8
Miscellaneous Taxes, Fees, Earnings, etc. 787,337 856,008 (68,671) (8.0)
State Lottery 500,990 472,218 28,772 6.1
Casino Taxes and Fees 275,564 246,840 28,724 11.6

$10,186,216 $9,827,371 $358,845 3.7%




REVENUE DOLLAR
Fiscal Year 1988

Casino Taxes

& Fees
State Lottery -% Sales Tax
Miscellaneous .05
Taxes, Fees, Etc.
.08 30
~_
.18
Other Major
Taxes 25
12 Gross Income
Tax
Corporation
Business
Tax
Sales Tax $ .30
Gross Income Tax .25
Corporation Business Tax 12
Other Major Taxes .18
Miscellaneous Taxes, Fees, Earnings, etc. .08
State Lottery .05
Casino Taxes and Fees .02
Total $1.00

EXPENDITURES

Budgetary expenditures for general governmental operations totaled $10.6 billion in 1988, an increase of $1,104.2
million, or 11.6% over 1987.

SCHEDULE OF BUDGETARY EXPENDITURES

F.Y. 1988 F.Y. 1987 Increase
Expenditure Category ($000) Amount Amount Amount Per Cent
State Aid $ 5,239,511 $4,838,055 $ 401,456 8.3%
Direct State Services 4,620,728 4,061,933 558,795 13.8
Debt Service 348,374 315,222 33,152 10.5
Capital Construction 381,613 270,781 110,832 40.9

$10,590,226 $9,485,991 $1,104,235 11.6%

State aid was the largest expenditure of the state budget. In fiscal year 1988, 49.0 percent of the State’s
expenditures consisted of funds which were distributed to homeowners, municipalities, counties, school districts, and
for the non-federal share of the Medicaid program. The largest state aid expenditure, $3,248.2 million, was provided
for local elementary and secondary education programs. State aid expenditures by the Treasury Department totaled
$630.2 million to fund homestead rebates to homeowners, senior citizens’ and veterans’ property tax deductions,
revenue sharing and other distributions to municipalities. A total of $1,082.7 million was expended for state aid
programs administered by the Department of Human Services. Of that amount, $686.9 million was expended as the
State’s share of Medicaid, which provides hospital, nursing home, medical, and pharmacist services for those people
eligible for a variety of welfare programs. In addition, $255.8 million was expended for welfare programs.



The second largest portion of expenditures was applied to direct state services programs. In fiscal year 1988,
expenditures for direct state services represented approximately 44 per cent of expenditures. A total of $814.1 million
was expended by the Department of Higher Education for the support of the state colleges and universities. A total
of $977.7 million was expended for programs administered by the Department of Human Services, to provide support
for day care centers, homemaker services, child abuse prevention, programs for the aged, juvenile reform programs,
and mental health and mental retardation programs. A total of $757.5 million was expended by the Departments
of Law and Public Safety, and Corrections, and $354.8 million was expended by the Department of Transportation,
principally for highway maintenance and transit subsidies.

In 1988, $381.6 million, or 4.0 per cent of the State budget, was expended for capital construction. This compares
to $270.8 million expended in 1987. Monies expended for capital construction represent the State’s effort on a pay-
as-you-go basis as contrasted to borrowing for construction purposes. The principal areas of expenditure are for
highway construction, environmental programs and construction of correctional bed spaces.

EXPENDITURE DOLLAR
Fiscal Year 1988

Capital
Construction

Debt Service

.49
State Aid

44
Direct State
Services

State Aid $ .49
Direct State Services 44
Debt Service .03
Capital Construction .04

Total $1.00

FUND BALANCE

The State ended fiscal year 1988 with an undesignated fund balance (surplus) of $959.2 million for the major
governmental funds. The following table presents a comparison of the 1988 and 1987 fiscal year undesignated fund
balances in millions for the funds comprising this figure.

Fund 1988 1987 Change
General Fund $491.0 $565.0 $ (74.0)
Property Tax
Relief Fund 283.3 157.0 126.3
Casino Revenue
Fund 184.9 163.7 21.2
$959.2 $885.7 $ 735




INVESTMENTS

The book value of all securities held by the state investment funds as of June 30, 1988, was $22.4 billion, an
increase of 13.1 per cent, or $2.6 billion over fiscal year 1987. Of the $22.4 billion book value of funds, the assets
of the seven pension funds represent $17.4 billion book value of funds, while the remainder was in trust funds and
other state funds.

The net investment earnings produced by the investments in fiscal year 1988 were $1.45 billion, an increase
of $150 million or 11.5 per cent over the prior year. The largest portion of the earnings, $1.16 billion, was earned
on securities held by the state-managed pension funds. These earnings enable the State to reduce its obligation
to appropriate tax dollars to fund the accrued liability of the State’s pension obligations. The remaining $292.0 million
was earned on various state demand, reserve, static, and trust funds.

The book value of securities noted above include amounts representing the New Jersey Cash Management Fund.
The New Jersey Cash Management Fund is an investment pool made up of assets of a number of state funds, together
with deposits from “Other than State” entities, including counties, municipalities, school boards, and other eligible
public entities.

The fund provides that eligible participants can deposit and withdraw funds at any time and earn daily interest
at a rate which reflects interest and amortization income of the securities in the fund. The gross daily return for the
fund on an annualized basis was 7.08 per cent in fiscal year 1988, compared to 6.13 per cent in the prior year.

As of June 30, 1988, the General Fund share in the Cash Management Fund approximated $1.93 billion.

A State law enacted on August 27, 1985 requires the Division of Investment to divest of all securities or other
obligations of any company engaged in business in or with the Republic of South Africa by August 27, 1988. As
of June 30, 1988, the market value of these investments equals or exceeds the applicable cost basis. The divestiture
was accomplished by August 27, 1988.

FEDERAL AID

According to the most recently published statistics, New Jersey is eighth highest among the states in the amount
of federal aid received. During fiscal year 1988 federal expenditures on a budgetary basis in the General Fund
amounted to $2.32 billion, an increase of $.23 billion over fiscal year 1987 budgetary expenditures.

The largest portion of federal aid is made up of entitiements, whereby the State is reimbursed for expenditures
up to a certain percentage of total cost. For example, in the Medicaid program the federal government reimburses
the State for approximately 48 percent of total expenditures. In the AFDC program, federal reimbursement represents
50 percent of assistance costs.

Other federal aid is provided to the State by means of various formulae programs, which determine how much
federal aid will be allocated to each state for certain programs. The State may or may not have to submit a grant
application.

A third major type of federal aid is funding for which the State must apply through grant applications.

Whether federal aid is received under a formula, an entitlement, or a categorical grant program, the actual
expenditure of funds may be either at the State level, the local level, or some other level, such as a non-profit agency.
For example, education funds are transmitted to local school districts; transportation funds can be used for State
highway construction and for local roads; welfare funds are reimbursements to counties for expenditures incurred
at the county level; Medicaid funds are disbursed to health care providers; and social services funds are used both
at the State level and by non-profit agencies.

FIXED ASSETS

The Division of Budget and Accounting, in conjunction with external consultants, has developed and implemented
a fixed asset accounting system. This system enables the State to control and report on its fixed assets in accordance
with generally accepted accounting principles. The General Fixed Asset Account Group is included in the annual
financial report for the year ended June 30, 1988.

DEBT MANAGEMENT

New Jersey continues to receive the highest bond rating from both Moody’s Investor Service (Aaa) and Standard
and Poor’s Corporation (AAA). This reflects New Jersey’s long-standing record of sound financial management.



Outstanding Long-Term Debt as of June 30, 1987 was $2,774,440,000. During fiscal year 1988 the State issued
no new bonds. During fiscal year 1988 the state retired $166,615,000 of the debt. Total Long-Term Debt as of June
30, 1988 amounted to $2,607,825,000.

THE YEAR AHEAD

During fiscal year 1988 the red hot New Jersey economy began to cool down. To protect against this economic
slowdown being disastrous to state government, the 1988-89 Appropriations Act contained a provision which estab-
lished a surplus revenue fund (Rainy Day Fund) for the first time. Provisions within that appropriations act made
it possible to set aside $245 million dollars for this purpose. This opportunity to reserve a portion of fiscal year 1988
revenue overruns will prove valuable as the State experiences the economic slowdown.

Indeed as this letter is being written it has already become obvious that slower growth in the economy will inhibit
the State in its ability to realize the full anticipation of fiscal year 1988-89 revenue estimates as certified by the Governor
when the Appropriation Act was signed. The collection rate estimated in June of 1988 for three major taxes has
not been maintained. The most notable instance is in the State sales and use tax. This tax has maintained a steady
growth of two to three percent over the first several months of the 1989 fiscal year. Such growth rate is far beiow
the eight percent estimated at the time the budget was struck. Declining automobile sales and reduced housing starts
are seen as the principal contributors to the situation.

Previous estimates of the growth of the Corporation Business Tax have been revised from twenty-two percent
to thirteen percent for the 1988-89 fiscal year. Apparently, the benefits of the base broadening of the federal tax
reform did not cause the tax windfall that was estimated for New Jersey. This fact, coupled with virtually full
employment in the State has caused a slow down in the expansion previously experienced in the business community,
resulting in Corporation Business Tax revenue collections which were less than anticipated.

The withholding portion of the New Jersey Gross Income Tax continues very strong due principally to high
employment in the state. However, with unemployment consistently under four percent, there are too few people
available for the job growth needed to spur economic growth in the State. Collection from estimated payments, highly
dependent on unearned income, has experienced a significant slow down and they remain almost flat for the first
several months of the 1989 fiscal year. This fact causes us to maintain caution in forecasting continued strong growth.

As New Jersey looks forward to the challenges of 1989 and 1990, we must look for ways to bring the revenue
and expenditure trends of the state into a better balance in order that the State can continue to provide the resources
and means to address the economic, social and environmental needs of its citizens.

Finally, we wish to express our appreciation to the many people whose dedicated efforts made possible the
preparation of this report. We believe their combined efforts have produced a report that will enable government
decision makers and concerned citizens to evaluate and understand the State’s financial condition.

Respectfully submitted,

teatte. Dne. PR e

Feather O’Connor Richard B. Standiford
State Treasurer State Comptroller
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December 30, 1988

The Honorable Thomas H. Kean
Governor of New Jersey

The Honorable John F. Russo
President of the Senate

The Honorable Chuck Hardwick
Speaker of the General Assembly

Mr. Albert Porroni
Executive Director
Office of Legislative Services

Gentlemen:
Independent Auditor’s Report

We have audited the general purpose financial statements of the State of New Jersey, and the combining and
account group financial statements of the State as of and for the year ended June 30, 1988, as listed in the table
of contents—Financial Section. These financial statements are the responsibility of the State of New Jersey’s manage-
ment. Our responsibility is to express an opinion on these financial statements based on our audits. We did not
audit the financial statements of the enterprise and college and university funds. These statements were audited
by other auditors whose reports have been furnished to us, and our opinion expressed herein, insofar as it relates
to the amounts included for these entities, is based solely upon the reports of other auditors.

We conducted our audits in accordance with generally accepted governmental auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits and the reports of other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and the reports of other auditors, the general purpose financial statements
referred to above present fairly, in all material respects, the financial position of the State of New Jersey as of
June 30, 1988, and the results of its operations and the changes in financial position of its proprietary funds and
similar trust funds for the year then ended in conformity with generally accepted accounting principles. Also, in our
opinion, based on our audit and the reports of other auditors, the combining and account group financial statements
referred to above present fairly, in all material respects, the financial position of the State of New Jersey as of
June 30, 1988, and the results of operations of such funds and the changes in financial position of individual
proprietary funds and similar trust funds for the year then ended, in conformity with generally accepted accounting
principles.

12



As more fully described in Note 2, the State of New Jersey has included the General Fixed Asset Account Group
within the general purpose and account group financial statements. This change was made in order to comply with
generally accepted accounting principles.

Also, as more fully described in Note 2, the nine State Colieges whose revenues and expenditures were previously
accounted for in the General Fund are now presented as part of the College and University Funds in the general
purpose and combining financial statements.

The accompanying statistical and supplemental schedules as listed in the aforementioned table of contents are
presented for additional analysis and are not necessary for a fair presentation of the general purpose, combining,
and account group financial statements. This information has not been audited by us and, accordingly, we do not
express an opinion on them.

The examination was performed and this report is submitted pursuant to the State Auditor’s audit responsibilities
as set forth in Article VII, Section 1.6 of the State Constitution, and N.J.S.A. 52:24-4.

Respectfully submitted,

Stephen J. Krol
Assistant State Auditor

13



STATE OF NEW JERSEY
COMBINED BALANCE SHEET

ALL FUND TYPES AND ACCOUNT GROUPS

ASSETS
CASH AND CASH EQUIVALENTS
INVESTMENTS

RECEIVABLES, NET OF ALLOWANCES
FOR UNCOLLECTIBLES
Federal government
Departmental accounts
Loans
Mortgages
Other

FIXED ASSETS, NET

OTHER ASSETS

Due from other funds

Due from intergovernmental agencies

Advances to other funds

Deferred charges

Amount to be provided for:
Retirement of bonds
Payment of capital leases

Other

Total Assets

LIABILITIES AND FUND BALANCES

JUNE 30, 1988

GOVERNMENTAL FUND TYPES

LIABILITIES

Accounts payable and accrued expenses

Deferred revenue

Due to other funds

Due to intergovernmental agencies
Advances from other funds
Other

Matured interest payable
Matured bonds payable

Deferred compensation payable
General obligation bonds payable
Revenue bonds payable

Notes payable

Capital leases payable

Total Liabilities

FUND BALANCES
Investment in general fixed assets
Cost of investment in facilities
Reserved for:
Encumbrances
Higher education programs
Pension benefits
Surplus revenue
Other
Unreserved:
Designated for continuing
appropriations
Undesignated

Total Fund Balances

Total Liabilities and Fund
Balances

The accompanying notes are an integral part of the financial statements.

Special Debt Capital

General Revenue Service Projects

Fund Funds Fund Funds
$ 25,260,905 $ 10,242,822 $7,324,040 $ 33,789
196,984,211 221,243,396 — 471,400
458,376,460 391,521 — 47,638,027
719,724,297 195,678,768 —_— 26,995,892
3,154,563 270,019,270 — —
— 24,959,395 — 5,831,196
2,288,045,768 770,660,404 — 125,223,552
7,247,921 — — _
2,940,000 1,967,320 — —
3,928,756 12,980,017 — —
$3,705,662,881 $1,508,142,913 $7,324,040 $206,193,856
$ 918,064,108 $ 215,838,913 $ — $ 50,001,560
102,907,601 3,473,062 — —
414,988,788 134,687,102 — 76,236,099
— 6,533,846 — —
53,762,778 22,629,664 — —
— — 4,865,362 —
— — 2,458,678 —
1,489,723,275 383,162,587 7,324,040 126,237,659
515,325,673 317,071,713 — 73,691,809
245,621,880 — — —
47,417,485 298,432,193 — —
916,568,972 638,935,080 — 194,508,681
491,005,596 (129,458,660) — (188,244,293)
2,215,939,606 1,124,980,326 — 79,956,197
$3,705,662,881 $1,508,142,913 $7,324,040 $206,193,856
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PROPRIETARY
FUND TYPE

Enterprise
Funds

$ 194,404,042
5,773,534,896

3,760,421,811
2,164,201,413

4,881,764,436

240,565,426
37,149,667

308,905,000

163,315,167

$17,514,261,858

$ 621,827,326
52,993,328

153,833,521
10,092,530
425,312,676

10,101,090,307
111,964,007

11,477,113,695

6,397,368

639,499,818

6,037,148,163

$17,514,261,858

FIDUCIARY

FUND TYPES

Trust
and Agency
Funds

$ 55,776,787
23,387,021,157

2,097,860,366
95,903,702
357,302,247

769,591,652

16,150,406,458

1,435,367

$42,915,297,736

$ 1,280,661,901
7,926,299
18,708,424,193
714,075
1,349,814,509

81,348,652

21,428,889,629

353,675
18,621,429,608

134,508,811

903,535

2,729,212,478

21,486,408,107

$42,915,297,736

ACCOUNT GROUPS

General Fixed
Asset
Account Group

General Long-Term

Debt
Account Group

College and
University Funds

1,376,574,572

1,376,574,572

1,376,574,572
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@
I

2,607,825,000
532,586,864

$3,140,411,864

2,607,825,000

532,586,864

3,140,411,864

$3,140,411,864

398,720,296

325,439,839

©*

214,597,486

1,813,313,765

21,853,336

26,985,255

$ 119,027,246
33,322,462
21,853,336

27,390,860

165,219
390,674,724
13,109,241

211,812,665

817,355,753

1,445,752,939

265,347,613

246,277,290

1,983,554,224



STATE OF NEW JERSEY
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

ALL GOVERNMENTAL FUND TYPES AND EXPENDABLE TRUST FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 1988

REVENUES
Taxes
Federal and other grants
Licenses and fees
Services and assessments
investment earnings
Contributions
Other

Total Revenues

OTHER INCREASES
Transfers from other funds
Proceeds from sale of bonds
Other

Total Other Increases
Total Revenues and Other Increases

EXPENDITURES

Public safety and criminal justice

Physical and mental health

Educational, cultural and intellectual
development

Community development and environmental
management

Economic planning, development and security

Transportation programs

Government direction, management and
control

Special government services

Debt service:
Principal
Interest

Total Expenditures
OTHER DECREASES
Transfers to other funds

Other

Total Other Decreases

Total Expenditures and Other Decreases

Net Increase (Decrease) in Fund
Balances for the Year

FUND BALANCES—JULY 1, 1987

GOVERNMENTAL

Special

General Revenue
Fund Funds

$ 6,767,174,033
2,375,277,799
430,350,429
641,082,300
81,107,903

68,992,573

10,363,985,037

636,707,808

1,821,838

638,529,646

11,002,514,683

905,834,395
1,939,526,789

2,322,290,939
520,196,847
1,560,238,759
622,962,761

2,228,749,508
112,858,984

10,212,658,982

551,912,559
39,608,454

591,521,013

10,804,179,995

198,334,688
2,017,604,918

$2,811,159,594
843,462
56,915,822
49,580,330
57,616,947

1,282,975,486

4,259,091,641

25,662,443

1,920,460

27,482,903

4,286,574,544

44,192,475
160,754,817

2,318,677,981
67,621,982
92,202,457
7,547,460

472,000,428
668,370,869

3,831,368,469

598,384,992
3,139,315

601,524,307

4,432,892,776

(146,318,232)
1,271,298,558

FUND BALANCES—JUNE 30, 1988 $ 2,215,939,606

The accompanying notes are an integral part of the financial statements.

16

$1,124,980,326




FUND TYPES
Debt Capital
Service Projects
Fund Funds

$ — $ —
— 307,176,272
e 235,707,670
— 10,612,760
- 21,156
— 553,517,858
348,373,586 —
348,373,586 —
348,373,586 553,517,858
— 5,049,381
— 323,450
— 20,918,284
— 578,012,126
166,615,000 —
181,758,586 —_
348,373,586 604,303,241
— 10,427,333
— 10,427,333
348,373,586 614,730,574
— (61,212,716)
— 141,168,913
$ — $ 79,956,197
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FIDUCIARY
FUND TYPES

Expendable
Trust
Funds

$1,234,040,385
34,349,164
3,630,005
114,881,711
206,738,430
280,745,315
23,311,108

1,897,696,118

202,338,973

657,043

202,996,016

2,100,692,134

18,154,430

1,798,489
902,794,467

565,187,788

1,487,935,174

52,257,926
4,328,229

56,586,155

1,544,521,329

556,170,805
2,209,650,532

$2,765,821,337




STATE OF NEW JERSEY
COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND BALANCES
ALL PROPRIETARY FUND TYPES AND SIMILAR TRUST FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 1988

PROPRIETARY

FUND TYPES FIDUCIARY FUND TYPES
Pension Nonexpendable
Enterprise Trust Trust
REVENUES
Charges for services and sales $ 991,212,581 $ —_— $ —
Contributions — 1,486,536,484 —
Mortgage interest 184,511,000 — —
Investment income 160,390,665 1,696,907,367 32,916
Governmental subsidies and grants 440,981,548 — —
Other 315,746,058 620,922 —
Total Revenues 2,092,841,852 3,184,064,773 32,916
EXPENSES
Operations 1,277,917,258 — —
Benefit payments — 987,549,290 —
Interest 362,757,270 — —
Depreciation and amortization 122,586,118 — —
Other 148,176,271 118,501,039 —
Total Expenses 1,911,436,917 1,106,050,329 —
Excess of Revenues Over Expenses 181,404,935 2,078,014,444 32,916
FUND BALANCE—Beginning Of Year 5,446,869,128 16,642,145,174 416,073
Other fund balances changes 408,874,100 — (21,837)
FUND BALANCE—End Of Year $6,037,148,163 $18,720,159,618 $427,152

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW JERSEY

COMBINED STATEMENT OF CHANGES IN FINANCIAL POSITION

ALL PROPRIETARY FUND TYPES AND SIMILAR TRUST FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 1988

SOURCES OF FINANCIAL RESOURCES

Operations:
Excess of revenues over expenses
Expenses not requiring current outlay of
financial resources:
Accretion and amortization
Depreciation and amortization
Other

Total Sources of Financial Resources
from Operations

Decrease in investments
Issuance of notes payable
Issuance of revenue bonds
Increase of deferred revenue
Increase in accounts payable

and accrued expenses
Increase in due to other funds
Increase in other liabilities
Other, net

Total Sources of Financial Resources

USES OF FINANCIAL RESOURCES

Increase in deferred charges

Increase in due from other funds

Increase in investments

Increase in receivables

Increase in other assets

Acquisition of fixed assets

Decrease in accounts payable
and accrued expenses

Retirement of notes payable

Retirement of bonds

Total Uses of Financial Resources

Net Increase (Decrease) in Cash and
Cash Equivalents

CASH AND CASH EQUIVALENTS—Beginning of Year

CASH AND CASH EQUIVALENTS—End of Year

PROPRIETARY

FUND TYPES FIDUCIARY FUND TYPES
Pension Nonexpendable
Enterprise Trust Trust

$ 181,404,935 $2,078,014,444 $32,916
— (7,122,534) —
122,586,118 — —
52,539 — (13,026)
304,043,592 2,070,891,910 19,890
256,837,363 42,724,659 —
53,334,000 — —
3,172,273,404 — _
(20,378,944) — —
268,448,767 189,945,673 —
— 121,059,016 —
91,671,358 — —
408,874,100 — 9,235
4,535,103,640 2,424,621,258 29,125
872,000 — —

— 2,095,053,061 —
507,612,683 213,056,225 —
592,000,153 117,469,130 —
214,744,928 — _
449,631,525 — —
18,588,424 1,100,813 —
18,801,666 — _
2,702,742,534 — _
4,504,993,913 2,426,679,229 —
30,109,727 (2,057,971) 29,125
164,294,315 10,084,417 1,263

$ 194,404,042 $ 8,026,446 $30,388

The accompanying notes are an integral part of the financial statements.



STATE OF NEW JERSEY
COLLEGE AND UNIVERSITY FUNDS

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

FOR THE FISCAL YEAR ENDED JUNE 30, 1988

REVENUES AND OTHER ADDITIONS

Student tuition and fees

State appropriations

Auxiliary enterprises

Patient service revenue

Governmental grants and contracts
Fringe benefits paid directly by the State of New Jersey
Private gifts, grants and contracts
Investment income

Realized gains on endowment investments
Interest on loans receivable

Expended for plant facilities

Retirement of indebtedness

Other

Total Revenues and Other Additions

EXPENDITURES AND OTHER DEDUCTIONS

Educational and general:

Total

237,086,994
694,028,880
133,321,779
136,354,523
125,682,352
132,983,279
76,750,878
45,116,915
3,245,130
406,403
95,531,008
7,213,702
39,039,210

1,726,761,053

Instruction 476,784,182
Research 118,909,504

Public service 58,041,109
Academic support 63,553,398

Student services 75,867,202
Institutional support 144,535,285
Scholarships and fellowships 30,367,071
Operation and maintenance plant 132,479,438
Auxiliary enterprises 101,038,239
Expenditures for plant facilities 94,635,088
Loan cancellations, write-offs and refunds 1,142,317
Disposal of property, plant and equipment 4,856,404
Interest on indebtedness 38,072,343
Retirement of indebtedness 7,213,702
Other 192,453,670
Total Expenditures and Other Deductions 1,539,948,952

Net Increase (Decrease) in Fund Balances 186,812,101

FUND BALANCES—JULY 1, 1987 1,796,742,123
FUND BALANCES—JUNE 30, 1988 $1,983,554,224

notes are an integral part of the financial statements.
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STATE OF NEW JERSEY
GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL—BUDGETARY BASIS
FOR THE FISCAL YEAR ENDED JUNE 30, 1988

REVENUES
Taxes
Federal and other grants
Licenses and fees
Services and assessments
Investment earnings
Other

Total Revenues

OTHER INCREASES
Transfers from other funds
Other

Total Other Increases

Total Revenues and Other Increases

EXPENDITURES

Public safety and criminal justice

Physical and mental health

Educational, cultural and intellectual
development

Community development and environmental
management

Economic planning, development and security

Transportation programs

Government direction, management
and control

Special government services

Total Expenditures

OTHER DECREASES
Transfers to other funds
Other

Total Other Decreases

Total Expenditures and Other Decreases

Net Increase (Decrease) in Fund
Balances for the Year

The accompanying notes are an integral part of the financial statements.

Actual

Adjustment
to Budgetary
Basis

$ 6,767,174,033
2,375,277,799
430,350,429
641,082,300
81,107,903
68,992,573

10,363,985,037

636,707,808
1,821,838

638,529,646

11,002,514,683

905,834,395
1,939,526,789

2,322,290,939
520,196,847
1,660,238,759
622,962,761

2,228,749,508
112,858,984

10,212,658,982

551,912,559
39,608,454

591,521,013

10,804,179,995

) Ty iy

$ 198,334,688

$ (4,195,838)
88,569,099
559,512
4,346,873

300,344

89,579,990

(68,711)
81,655,991

81,687,280

171,167,270

34,241,866
50,184,713

27,898,467
76,543,692
22,868,582

4,095,056

36,370,930
(9,884,706)

242,318,600

(7,829,884)
(39,608,454)

(47,438,338)

194,880,262

VT )

$ (23,712,992)




Actual on
Budgetary
Basis

$ 6,762,978,195

2,463,846,898
430,909,941
645,429,173

a4 407 oN_
Ol,1U/,9uo

69,292,917

Budget

10,453,565,027

636,639,097
83,477,829

720,116,926

11,173,681,953

940,076,261
1,989,711,502

2,350,189,406
596,740,539
1,583,107,341
627,057,817

2,265,120,438
102,974,278

10,454,977,582

544,082,675

544,082,675

10,999,060,257

$

174,621,696

$ 6,528,867,334
2,464,677,333
490,659,939
644,662,543
34,135,033
125,642,063

10,288,644,245

607,449,449
83,477,829

690,927,278

10,979,571,523

1,034,163,917
2,015,091,294

2,558,059,409
968,374,940
1,658,549,898
711,313,896

2,533,026,894
113,707,005

11,5692,287,253

544,082,675

544,082,675

12,136,369,928

$ (1,156,798,405)
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Variance-
Favorable

(Unfavorable)

$ 234,110,861
(830,435)
(569,749,998)

766,630

46,972,870
(56,349,146)

164,920,782

29,189,648

29,189,648

194,110,430

94,087,656
25,379,792

207,870,003
371,634,401
75,442,557
84,256,079

267,906,456
10,732,727

1,137,309,671

1,137,309,671

$1,331,420,101




STATE OF NEW JERSEY
PROPERTY TAX RELIEF FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL—BUDGETARY BASIS
FOR THE FISCAL YEAR ENDED JUNE 30, 1988

Adjustment
to Budgetary
Actual asis
REVENUES
Taxes $ 2,557,635,108 $ —_
Total Revenues 2,557,635,108 —
OTHER INCREASES
Transfers from other funds 59,061 —
Total Other Increases 59,061 —
Total Revenues and Other Increases 2,557,694,169 —
EXPENDITURES
Educational, cultural and intellectual
development 2,292,500,398 517,127
Government direction, management
and control 431,144,683 (3,527,215)
Total Expenditures 2,723,645,081 (3,010,088)
OTHER DECREASES
Total Other Decreases — —
Total Expenditures and Other Decreases 2,723,645,081 (3,010,088)
Net Increase (Decrease) in Fund
Balances for the Year $ (165,950,912) $3,010,088

The accompanying notes are an integral part of the financial statements.
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Actual on
Budgetary
Basis

$ 2,557,635,108

2,5657,635,108

59,061

59,061

2,557,694,169

2,293,017,525

427,617,468

2,720,634,993

2,720,634,993

$ (162,940,824)

Budget

$ 2,580,000,000

2,580,000,000

2,580,000,000

2,304,300,000

431,976,000

2,736,276,000

2,736,276,000

$ (156,276,000)

25

Variance-

(Unfavorable)

LIe)

$(22,364,892)

(22,364,892)

59,061

59,061

(22,305,831)

11,282,475

4,358,532

15,641,007

15,641,007

$ (6,664,824)




STATE OF NEW JERSEY
GUBERNATORIAL ELECTIONS FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL—BUDGETARY BASIS
FOR THE FISCAL YEAR ENDED JUNE 30, 1988

Adjustment
to Budgetary
Actual Basis
REVENUES
Other $1,456,065 $ —
Total Revenues 1,456,065 —
EXPENDITURES
Public safety and criminal justice (1,530) 1,530
Total Expenditures (1,530) 1,530
Net Increase (Decrease) in Fund
Balances for the Year $1,457,595 $(1,530)

The accompanying notes are an integral part of the financial statements.
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Actual on
Budgetary
Basis

$1,456,065

Budget

1,456,065

$1,456,065

$1,600,000

Variance-
Favorable
(Unfavorable)

1,600,000

$1,600,000
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$(143,935)

(143,935)

$(143,935)




STATE OF NEW JERSEY
CASINO CONTROL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL-—BUDGETARY BASIS
FOR THE FISCAL YEAR ENDED JUNE 30, 1988

REVENUES
Licenses and fees

Total Revenues

OTHER INCREASES
Transfers from other funds

Total Other Increases

Total Revenues and Other Increases

EXPENDITURES
Public safety and criminal justice
Government direction, management
and control

Total Expenditures

OTHER DECREASES
Transfers to other funds

Total Other Decreases

Total Expenditures and Other Decreases

Net Increase (Decrease) in Fund
Balances for the Year

The accompanying notes are an integral part of the financial statements.

28

Actual

$52,257,150

52,257,150

52,257,150

29,612,302

21,964,837

51,577,139

60,648

60,648

51,637,787

$ 619,363

Adjustment
to Budgetary
Basis

(60,648)

(60,648)

1,463,132

$(1,463,132)




Actual on
Budgetary
Basis

$52,257,150

52,257,150

52,257,150

30,735,177

22,365,742

53,100,919

53,100,919

$ (843,769)

Budget

$58,133,000

58,133,000

58,133,000

34,233,000

23,900,000

58,133,000

58,133,000

29

Variance-
Favorable
{(Unfavorable)

$(5,875,850)

(5,875,850)

(5,875,850)

3,497,823

1,634,258

5,032,081

5,032,081

$ (843,769)




STATE OF NEW JERSEY
CASINO REVENUE FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL—BUDGETARY BASIS
FOR THE FISCAL YEAR ENDED JUNE 30, 1988

REVENUES
Taxes
Investment earnings
Other

Total Revenues

OTHER INCREASES

Total Other Increases

Total Revenues and Other Increases

EXPENDITURES

Physical and mental health

Educational, cultural and intellectual
development

Economic planning, development and security

Transportation programs

Government direction, management
and control

Total Expenditures

OTHER DECREASES
Transfers to other funds

Total Other Decreases
Total Expenditures and Other Decreases

Net Increase (Decrease) in Fund
Balances for the Year

The accompanying notes are an integral part of the financial statements.
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$208,389,588
14,916,972
3,471,897

226,778,457

226,778,457

77,299,784
16,766,114
66,495,428

7,547,460

18,890,908

186,999,694

4,800,000

4,800,000

191,799,694

$ 34,978,763

Adjustment
to Budgetary

Basis

1,216,073
3,230,484
4,337,967
6,402,540

175

15,187,239

15,187,239

$(15,187,239)




Actual on
Budgetary
Basis

$208,389,588
14,916,972
3,471,897

226,778,457

226,778,457

78,515,857
19,996,598
70,833,395
13,950,000

18,891,083

202,186,933

4,800,000

4,800,000

206,986,933

$ 19,791,524

Budget

$ 199,000,000
6,000,000
3,471,897

208,471,897

208,471,897

117,937,897
20,000,000
81,601,000
13,950,000

18,900,000

252,388,897

4,800,000

4,800,000

257,188,897

$ (48,717,000)
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Variance-
Favorable
(llnfm!nrable)

$ 9,389,588
8,916,972

18,306,560

18,306,560

39,422,040

3,402
10,767,605

8,917

50,201,964

50,201,964

$68,508,524




STATE OF NEW JERSEY
NOTES TO FINANCIAL STATEMENTS

NOTE 1—SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

(A) FUND ACCOUNTING

The Governmental Accounting Standards Board in
its Statement 1 entitled Authoritative Status of NCGA
Pronouncements and AICPA Industry Audit Guide con-
tinued in force the National Council on Governmental
Accounting’s (NCGA) Statement 1. NCGA Statement 1
defines a fund as a fiscal and accounting entity with a
self-balancing set of accounts recording cash and
other financial resources together with all related
liabilities and residual equities or balances, and
changes therein, which are segregated for the purpose
of carrying on specific activities or attaining certain
objectives in accordance with special regulations, re-
strictions, or limitations. These statements reflect
financial reporting practices in accordance with that
definition.

Basis of Preparation:

The accompanying financial statements include the
fund and account groups of the State of New Jersey.
In addition, the financial statements of various public
benefit corporations, authorities, commissions, col-
leges and universities for which the State has oversight
responsibility have been included as part of the State’s
financial reporting entity.

The financial statements have been prepared pri-
marily from accounts and records maintained by the
State Comptroller. The financial data for the various
public benefit corporations, authorities, commissions,
colleges and universities has been derived from re-
ports prepared by those organizations based on inde-
pendent accounting systems maintained by those or-
ganizations.

GOVERNMENTAL FUNDS

General Fund:

The General Fund is the fund into which all State
revenues, not otherwise restricted by statute, are de-
posited and from which appropriations are made. The
largest part of the total financial operations of the State
is accounted for in the General Fund. Most revenues
received from taxes and Federal sources and certain
miscellaneous revenue items are recorded in the Gen-
eral Fund. The appropriations act enacted by the Legis-
iature provides the basic framework for the operation
of the General Fund.

Special Revenue Funds:

Special Revenue Funds are used to account for the
proceeds of specific revenue sources (other than
special assessments, expendable trusts, or for major

32

capital projects) that are legally restricted to expen-
diture for specified purposes.

Debt Service Fund:

The Debt Service Fund accounts for the accumula-
tion of resources for, and the payment of, general long-
term debt principal and interest. Amounts provided by
the General Fund are deposited with banks that serve
as paying agents.

The accounts which comprise this Fund are estab-
lished based upon the following bond acts:

Beaches and Harbors (1977)

Ciean Waters (1976)

Community Development (1982)

Correctional Facilities Construction (1982)

Correctional Facilities Construction (1987)

Emergency Flood Control (1978)

Energy Conservation (1980)

Farmland Preservation (1981)

Hazardous Discharge Fund (1981)

Hazardous Discharge Fund (1986)

Higher Education Construction (1971)

Highway Improvement (1930)

Human Services Facilities Construction (1984)

Institutional Construction (1978)

Institutions Construction (1976)

Jobs, Science and Technology (1984)

Medical Education Facilities (1977)

Natural Resources (1980)

New Jersey Bridge Rehabilitation and Improvement
(1983)

New Jersey Green Acres (1983)

New Jersey Green Acres Cultural Center and
Historic Preservation (1987)

New Jersey Institutions Construction (1964)

Pinelands Infrastructure Trust (1985)

Public Building Construction (1968)

Public Purpose Buildings Construction (1980)

Refunding Bonds (1985)

Resource Recovery and Solid Waste Disposal (1985)

Shore Protection (1983)

State Facilities for Handicapped (1973)

State Higher Education Construction (1964)

State Housing Assistance (1968)

State Institution Construction (1960)

State Land Acquisition and Development (1978)

State Mortgage Assistance (1976)

State Recreation and Conservation Land Acquisition
(1961)

State Recreation and Conservation Land Acquisition
(1971)

State Recreation and Conservation Land Acquisition
and Development (1974)

State Transportation (1968)



Transportation Rehabilitation and Improvement
(1979)

Wastewater Treatment (1985)

Water Conservation (1969)

Water Development (1958)

Water Supply (1981)

Capital Projects Funds:

The Capital Projects Funds are used to account for
financial resources to be used for the acquisition or
construction of major capital facilities for State use.
Funds granted to other units of government for facilities
are not classified as Capital Projects Funds and are
included as expenditures of Special Revenue Funds.
The State Land Acquisition and Development Fund,
State Recreation and Conservation Land Acquisition
Fund (1971), and State Recreation and Conservation
Land Acquisition and Development Fund (1974), which
have been classified as Special Revenue Funds, and
the Transportation Rehabilitation and Improvement
Fund, which is classified as a Capital Projects Fund,
include funds both for capital facilities for State use and
for grants to other units of government.

PROPRIETARY FUND TYPE

Enterprise Funds:

Enterprise Funds account for operations where the
intent of the State is that the cost of providing goods
or services to the general public on a continuing basis
be financed or recovered primarily through user
charges, or where periodic measurement of the results
of operations is appropriate for capital maintenance,
public policy, management control, accountability, or
other purposes. The Enterprise Funds include the ac-
counts of public benefit corporations, public
authorities, private not-for-profit corporations and simi-
lar entities. The accompanying financial statements are
derived from their most recently issued annual financial
statements. The inclusion of these entities in the State’s
combined financial statements reflects the oversight
role exercised by the State over them, but does not
affect their separate legal standing. Oversight is de-
fined to include criteria such as appointment of the
board, designation of management, scope of public
service and the ability to significantly influence oper-
ations.

Additional information, including an explanation of
the entities included and their bases of accounting, is
provided in Note 19.

FIDUCIARY FUNDS

Trust and Agency Funds:

Trust and Agency Funds are used to account for
assets held by the State in a trustee capacity or as an
agent for individuals, private organizations, other gov-
ernments, and/or other funds. These include Expen-
dable Trust, Nonexpendable Trust, Pension Trust, and
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Agency Funds. Nonexpendable Trust and Pension
Trust Funds are accounted for in essentially the same
manner as proprietary funds since capital maintenance
is critical. Expendable Trust Funds are accounted for
in essentially the same manner as governmental funds.
Agency Funds are custodial in nature (assets equal
liabilities) and do not involve measurement of results

P N
of operations.

ACCOUNT GROUPS

General Long-Term Debt Account Group:

The General Long-Term Debt Account Group ac-
counts for the unmatured general long-term liabilities
of the State.

There are four types of public purpose capital financ-
ings through borrowing which are done by the State
of New Jersey or which the State supports through
annual appropriations: (1) full faith and credit or direct
debt; (2) authority financing; (3) capital leases, install-
ment purchases and certificates of participation; (4)
state-aid for local educational financings.

This account group sets forth the amounts which are
supported by the State’s full faith and credit (item 1 and
3 above) and do not include borrowing by authorities
or local financing (item 2 and 4 above). Borrowing by
authorities, colleges and universities is described in
Notes 19 and 20.

The General Long-Term Debt Account Group in-
cludes the liabilities for future payments under capital
lease agreements.

General Fixed Asset Account Group:

The General Fixed Asset Account Group is main-
tained to account for the State’s fixed assets acquired
or constructed for general government purposes. They
do not include infrastructure (“public domain” fixed
assets) or fixed assets accounted for in Proprietary
Fund Types and the College and University Funds.
However, the State acquired and retains title to certain
property shown in the College and University Funds
and would be entitled to any proceeds from the ul-
timate disposition of such property.

COLLEGE AND UNIVERSITY FUNDS

The College and University Funds account for the
operations of the following colleges and universities,
including their foundations and associations, in ac-
cordance with existing authoritative accounting and re-
porting principles applicable to universities and hospi-
tals.

Thomas A. Edison State College

Glassboro State College

Jersey City State College

Kean College of New Jersey

Montclair State College

New Jersey Institute of Technology

The William Paterson College of New Jersey



Ramapo College of New Jersey

Richard Stockton State College

Rutgers University

Trenton State College

University of Medicine and Dentistry
of New Jersey

The accompanying financial statements are derived
from the colleges’ and universities’ annual financial
statements for the year ended June 30, 1988. Ad-
ditional information including an explanation of the col-
leges and universities included and their basis of ac-

counting is provided in Note 20.

(B) BASIS OF ACCOUNTING

Basis of accounting refers to when revenues and
expenditures or expenses are recognized in the ac-
counts and reported in the financial statements. Basis
of accounting relates to the timing of the measure-
ments made regardiess of the measurement focus ap-
plied.

The General Fund, Special Revenue Funds, Debt
Service Funds, Capital Projects Funds, Expendable
Trust Funds, and Agency Funds are accounted for
using the modified accrual basis of accounting. Under
this basis, revenues are recognized in the accounting
period in which they become susceptible to ac-
crual—that is, when they become both measurable and
available to finance expenditures of the fiscal period.
Available means collectible within the current period or
soon enough thereafter to be used to pay liabilities of
the current period. Those revenues which are con-
sidered to be susceptible to accrual include amounts
received during the 12 month period subsequent to
June 30 that were earned as of June 30 and in the
hands of receiving agents. In addition, accruals include
amounts earned as of June 30 for Investment earnings,
Federal Revenues, and items billed as of June 30 but
received subsequent to July 31.

Pension and non-expendable Trust Funds are ac-
counted for on an accrual basis of accounting.

Revenues that are determined not to be susceptible
to accrual because they either are not available soon
enough to pay liabilities of the current period or are not
objectively measurable include various fees and self-
assessed taxes.

Refunds of revenue applicable to June 30 but antici-
pated to be paid subsequently are recorded as
liabilities and reductions of revenue when they are
measurable and their validity seems certain.

Appropriations are authorized by an act of the Legis-
lature for expenditure during the fiscal year and for a
period of one month thereafter. Expenditures are re-
corded on an accrual basis when the related liability
is incurred. Modifications to the accrual basis of ac-
counting include:

(a) Disbursements for prepaid expenses, inven-
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tory items, and fixed assets which are re-
corded as expenditures when incurred.

(b) Accumulated unpaid vacation and sick pay
which are not accrued. (See Note 12).

Expenditures for principal and interest on general
obligation long-term debt are recognized as expen-
ditures when due.

Encumbrances represented by purchase orders and
contracts are recorded and reported as reservations of
fund balance since they do not constitute expenditures
or liabilities.

The General Long-Term Debt Account Group and
General Fixed Asset Account Group are not funds. An
account group is concerned only with the measure-

financial position and does not involve
measurement of results of operations.

(1) GENERAL OBLIGATION BONDS

At the time of sale of general obligation serial
bonds by the State, as authorized by the ap-
proved bond act, the principal amount of each
series sold is recorded in an account of the Gen-
eral Long-Term Debt Account Group. The re-
cording of the long-term liability is offset with an
increase to the “amount to be provided” ac-
count.

Upon enactment of the State’s annual appropria-
tions for amounts of principal to be paid to bond-
holders during that fiscal year, such amounts of
principal as appropriated reduce both the
amount to be provided and the general obli-
gation bond payable accounts.

(2) LEASE COMMITMENTS

Obligations for future lease commitments due
beyond six years from the balance sheet date
are recorded at the lesser of the present value
of future minimum lease payments under capi-
talized realty and equipment lease agreements
or the asset’s fair market value at the inception
of the lease. The recording of the long-term liab-
ility is offset with an increase in the “amount to
be provided” account.

ment of

(C) REVENUE AND EXPENDITURE BUDGETS

1. The General Fund and those Special Revenue
Funds detailed in the following table operate
under a budgetary control system comprised of:
(a) The Annual Appropriations Act approved

June 30, 1987 for fiscal year 1988 and vari-
ous supplemental appropriations acts dur-
ing the fiscal year.

(b) Reappropriations (authorized by the Annual
Appropriations Act) of prior year funds
which are available for expenditure in the
current year.

(c) Appropriated Revenues (authorized by the



Annual Appropriations Act) which estab-
as appropriations.

lished certain revenues

Annual Appropriations Act
Reappropriations
Appropriated Revenue

Totals

The above items provided the following amounts for
the fiscal year 1988 budget:

Revenue and Other Increases (In Millions)

Casino Casino Gubernatorial Property

General Control Revenue Elections Tax Relief
Fund Fund Fund Fund Fund

$ 7,274.6 $58.1 $205.0 $1.6 $2,580.0

64.0 — — — —

3,641.0 — 3.5 — —

$10,979.6 $58.1 $208.5 $1.6 $2,580.0

Expenditures and Other Decreases (in Millions)

Casino Casino Gubernatorial Property
General Control Revenue Elections Tax Relief

Fund Fund Fund Fund Fund
Annual Appropriations Act $ 7,522.3 $58.1 $252.7 $— $2,736.3
Reappropriations 973.1 — 1.0 — —
Appropriated Revenue 3,641.0 — 3.5 — —
Totals $12,136.4 $58.1 $257.2 $— $2,736.3

Budgetary control is maintained at the program unit
level.

The accompanying Statement of Revenues, Expen-
ditures and Changes in Fund Balances, Budget and
Actual—Budgetary Basis presents comparisons of the
legally adopted budget with actual data on a budgetary
basis.

The State’s budgetary basis of accounting differs
from that utilized to present financial statements in
conformance with generally accepted accounting prin-
ciples (GAAP). The main differences between the
budgetary basis and the GAAP basis are that under the
budgetary basis encumbrances are recognized as ex-
penditures, the Federal revenue related to such en-
cumbrances is also recognized, and the budgetary
basis reflects transactions only for the current fiscal
year.

There were no expenditures in excess of appropria-
tions for those funds operating under an annual
budgetary control system.

2. Other Special Revenue Funds, Capital Projects
Funds, and Trust Funds do not operate under an
annual budgetary control system, but expen-
ditures are authorized by the enabling legis-
lation. Accordingly, the Statement of Revenues,
Expenditures and Changes in Fund Balances,
Budget and Actual—Budgetary Basis does not
include these funds.

3. The State Lottery operates under an informal
budgetary control system approved by the New
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Jersey State Lottery Commission which for fiscal
year 1988 resulted in the Governor’s revenue
certification of $502.7 million representing trans-
fers from the State Lottery Fund to the General
Fund for administration ($22.7 million) and for
state institutions and education ($480.0 million).

(D) FIXED ASSETS

General fixed assets are reported at cost or esti-
mated historical cost based on appraisals or other ac-
ceptable methods when historical cost information is
not available. Donated fixed assets are stated at fair
market value at the date of donation. The State’s gen-
eral fixed assets consist of: 1) all land including parks
and forests; 2) all general governmental buildings, in-
cluding hospitais, care and correctional facilities; 3)
land improvements and machinery and equipment with
a unit cost of $25,000 and $20,000 or more, respective-
ly, used in general governmental operations; and 4)
capital projects in the process of construction. De-
preciation is not provided on general fixed assets.

General fixed assets subject to capital leases are
classified as fixed assets in amounts equal to the lesser
of the fair market value of the asset or the present value
of the net minimum lease payments at the inception of
the lease.

(E) FUND BALANCES

The Fund balance of the various funds consists of:
(a) Cost of investment in facilities—used to record



the net investment in fixed assets, including land
and land improvements, buildings, equipment
and construction in progress.

(b) Reserved for encumbrances—used to segre-
gate a portion of fund balance to provide for
expenditure upon vendor performance of
purchase agreements.

i

(c) Reserved—Higher education programs—used
to record the portion of fund balance set aside
for instruction, research, loans to students, and
current operations.

(d) Reserved—Pension benefits—used to ac-
cumulate all active member, State and other em-
ployer contributions and investment income
from which all benefit payments are made.

(e) Reserved—Other—used to earmark a portion
of the fund balance to indicate it is either a re-
source currently unavailable for appropriation or
expenditure, or a statutory restriction on current
fund balance.

(f) Unreserved-Designated for continuing ap-
propriations—used to represent that portion of
the fund balance available to finance expen-
ditures of the subsequent period.

(9) Unreserved-Undesignated—used to represent
that portion of the fund balance resources avail-
able for appropriation.

(F) OTHER

(1) CONSTITUTIONAL PROVISIONS
The State Constitution provides that the Legis-
lature may not create a debt (where total
outstanding debt would exceed one percent of
total appropriations for the year) unless such law
shall have been submitted to the people at a
general election and approved by a majority of
the legally qualified voters.

(2) FINANCIAL REPORTING
Agency Funds—Change in Assets and Liabilities
Agency Funds are custodial in nature and do not
involve measurement of operations; accordingly,
there is no Statement of Revenues, Expenditures
and Changes in Fund Balances.

(3) OPERATING TRANSFERS
During the course of normal operations the State
has numerous routine transactions between
funds, including expenditures and transfers of
resources to provide administrative services,
program services, and service debt. The accom-
panying financial statements generally reflect
such transactions as operating transfers. Oper-
ating transfers represent legally authorized
transfers from a fund receiving revenue to the
fund through which the resources are to be ex-
pended and do not represent reimbursements of
expenses.
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(4) OTHER

The financial statements of the Client Security
Fund and the Office of Attorney Ethics are as of
December 31, 1987. These funds are adminis-
tered by state officials within the Judicial Branch
of the State Government. Other significant ac-
counting policies are described in Notes 2 to 21.

NOTE 2—CHANGES IN ACCOUNTING POLICY

(A) RECLASSIFICATIONS

The Wastewater Treatment Trust Fund has been re-
classified from a Special Revenue Fund to an Agency
Fund since it is custodial in nature and does notinvolve
measurement of results of operations. In addition, the
Salem Municipal Port Authority Assistance Fund has
been reclassified from a Special Revenue Fund to a
Trust Fund.

(B) CHANGE IN REPORTING

Effective July 1, 1987, nine state colleges whose rev-
enues and expenditures were previously accounted for
in the General Fund were given autonomous status and
are now included in the College and University Funds.

The State’s initial valuation of general fixed assets
was made as of June 30, 1988 based on appraisal
(estimated historical cost) and actual historical cost
data. Accordingly, it was not practical to determine the
changes in general fixed assets for the year ended
June 30, 1988.

NOTE 3—CASH AND DEPOSITS

(a) Negative book balances of $220.7 million rep-
resenting a managed overdraft have been re-
classified and are included in the accounts pay-
able balance as follows:

Amount

Funds (In Millions)
General Fund $188.6
Special Revenue Funds 2.3
Capital Projects Funds 1.7
Trust and Agency Funds 28.1

Total $220.7

(b) Cash transactions of the Casino Control, Casino
Revenue, Gubernatorial Elections, Special
Transportation and Property Tax Relief Funds
are made through and by the General Fund cash
accounts. The balances of cash for these funds
held in the General Fund, after receipt and dis-
bursement transactions, are accounted for and
reflected in the respective Due from or Due to



accounts on the Balance Sheets. All other funds
maintain individual bank accounts.

(c) In the Debt Service Fund, the liability for princi-
pal and interest is derived from amounts re-
ported by the fiscal agent banks as of June 30,
1988.

(d) New Jersey Revised Statutes (52:18-16.1) sets
the policy that the State Treasurer must follow
when depositing State Funds and for the col-
lateralization of such funds. The relationship be-
tween the face amount of the collateral and the
amount of a deposit is not statutory but is stipu-
lated by the State Treasurer. All bank accounts
in which the State Treasurer deposits funds as
well as certificates of deposit must be col-
lateralized. Securities pledged as collateral must
consist of obligations of or guaranteed by the
United States or by the State of New Jersey.
Securities are pledged in the State Treasurer’s
name and held by a custodian bank under a
custodian agreement.

Collateral requirements for demand accounts
and time accounts for banks having less than
$10 million in State deposits per month are 100%
and 120% of collateral, respectively, of the high-
est daily balance of each account. For banks that
have State deposits which total $10 million or
more per month, the amount of collateral re-
quired is 120% of the total average daily balance
on deposit in the bank during each calendar
quarter of the year. The amount of collateral
required for certificates of deposit is 120% par
value minus FDIC and FSLIC Coverage.

The State Department of Treasury monitors
the level of collateral required to be maintained
by the banks.

NOTE 4—INVESTMENTS

All securities purchased are recorded at cost and
amortized for premium or discount. Securities received
as donations and from settlement of claims are re-
corded at market value when received, and any dif-
ference between that and the par value is amortized.
Investments of the Deferred Compensation Fund and
Supplemental Annuity Collection Trust Fund are re-
corded at market value. At June 30, 1988 the book
value approximates market value. Investments of Com-
mon Pension Fund A and Common Pension Fund B
totalling $14.0 billion are recorded at cost. The market
value of these investments at June 30, 1988 is $16.1
billion.

In addition to the amounts invested directly, most of
the funds included herein participate in the State of
New Jersey Cash Management Fund wherein amounts
also contributed by other units of government are com-
bined into a large scale investment program. The
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State’s participation in the Cash Management Fund is
reflected as part of Due from other funds in the Balance
Sheet and consists of the following:

Amount Invested

Funds (In Millions)
General Fund $1,929.7
Special Revenue Funds’ 368.6
Capital Projects Funds’ 121.7
Trust and Agency Funds 1,654.0

Total

$4,074.0

"The Casino Control, Casino Revenue, Gubernatorial Elec-
tions, Special Transportation and Property Tax Relief Funds
do not maintain separate investment accounts. Since cash
transactions are handled by and through the General Fund
as described in Note 3, any available cash balances for these
funds reside in the General Fund and are combined with
other balances for either participation in the State of New
Jersey Cash Management Fund or direct investment as part
of the General Fund large scale investment program. Except
for the Casino Revenue Fund and the Casino Control Fund,
investment earnings for these funds accrue to the General
Fund.

The value of the Cash Management Fund at the bal-
ance sheet date approximates market value.

Approximately $342.1 million of investments rep-
resents deposit fund contracts for future installment
payments of lottery prizes due beyond one year from
the balance sheet date. Lottery prizes are funded by
the purchase of deposit fund contracts which, when
matured, will provide amounts sufficient for future pay-
ment of installment prizes. Purchases of deposit fund
contracts are recorded as an expenditure in the State
Lottery Fund in the year of purchase. An agency fund
has been established to record the deposit fund con-
tracts and related liabilities at present value. In the
event of default in making future payments by the in-
surance company from which the contracts were
purchased, the State Lottery Commission would be
liable for such future payments. Face value of deposit
fund contracts approximates $716.2 million.

Statutes of the State of New Jersey and regulations
of the State Investment Council authorize the Division
of Investment to invest in obligations of the U.S.
Treasury, agencies, and municipal or political sub-
divisions of the State; commercial paper; bankers ac-
ceptances; revenue obligations of public authorities;
debt instruments of banks; collateralized notes and
mortgages; certificates of deposit; repurchase agree-
ments; equity and convertible equity securities and
other common types of investment securities. Investee
institutions and organizations are prescribed by the
statutes and regulations based on such things as mini-
mum capital, dividend paying history, credit history,
and other evaluation factors.

The purchase, sale, receipt of income and other
transactions affecting investments are governed by



custodial agreements between the investing funds
through the State Treasurer and custodian banks as
agents for the funds. State laws and policies set forth
the requirements of such agreements and other par-
ticulars as to the size of the custodial institution,
amount of the portfolio to be covered by the agree-
ments and other pertinent matters.

Federal securities, including federal securities held
as collateral on repurchase agreements, are main-
tained at Federal Reserve Banks in Philadelphia and
New York through the custodian banks in trust for the
State of New Jersey. A significant portion of corporate
equity and debt securities are maintained by the De-
pository Trust Company (DTC) through the custodian
banks in trust for the State of New Jersey.

Securities not maintained by the Federal Reserve
Banks or DTC are in the name of a designated nominee
representing the securities of a particular state fund
which establishes the state fund’s unconditional right
to the securities. The custodian banks as agents for the
state funds maintain internal accounting records iden-
tifying the securities maintained by the Federal Reserve
Banks and the DTC as securities owned by or pledged
to the state funds.

Except for repurchase agreements ($362,175,000 at
June 30, 1988 secured by federal securities), col-
lateralization of investment is generally not required.

The following schedule (in millions) presents the car-
rying amount and market value of investments by type
of investment for the State’'s Governmental and
Fiduciary Fund types. The schedule does not include
the investments of the Enterprise Funds and the Col-
lege and University Funds.

Market
Value

Carrying

Type of Security Value

U.S. Government and
Other Government

bonds and obligations $10,444.2 $10,550.0

Repurchase agreements 362.2 362.2
Industrial bonds and

commercial paper 1,044.2 1,022.4
Telephone bonds 172.9 159.4
Gas, electric and

water bonds 831.7 778.2
Finance companies—

senior debt 42.3 39.6
Common stocks 7,315.2 9,338.4
Mortgage—backed certificates 2,603.0 2,568.7
Time certificates of deposit 574.6 574.6
Lottery deposit fund coniracis 342.1 342.1
Other 42.3 40.1
Accounting practices for

adjustments to cost 25.1 —

Total $23,799.8 $25,775.7
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The investments of the Enterprise Funds and the
College and University Funds consist primarily of U.S.
Government Securities and other Government bonds
and securities, units of the State of New Jersey Cash
Management Fund, mortgage backed certificates, time
certificates of deposit, and other various types of se-
curities.

NOTE 5—GENERAL FIXED ASSETS

A summary of the General Fixed Asset Account
Group by category is as follows:

Amount
(in Millions)

Land $ 206.3
Land Improvements 41.4
Buildings and improvements 843.0
Machinery and equipment 231.4
Construction in progress 54.5
Total $1,376.6

Construction in progress included in the General
Fixed Asset Account Group is composed of the follow-

ing:



Amount

(In Millions)
Current Expended Current
Project Through Obligation
Project Obligation June 30, 1988 Remaining
Department of Human Services’ Institutions $ 40.7 $26.3 $14.4
General Government Office Buildings 16.9 13. 3.5
Department of Corrections’ Institutions 33.0 11.7 21.3
Other Projects 138.2 3.1 10.1
Total $103.8 $54.5 $49.3
NOTE 6—RECEIVABLES Federal

Departmental

Departmental accounts receivable include amounts
which were substantially collected within the one month
period subsequent to June 30 and include most major
tax revenues. Amounts included in these receivables
but not collected within the one month period subse-
quent to June 30 are deemed to be collectible, and
therefore no allowance for doubtful accounts is neces-
sary.

In addition, the Departmental accounts receivables
are reflected net of allowances of $131.8 million as
follows:

Amount

(In Millions)

General Fund:
Class Il Railroad Taxes and

Interest Receivable $ 34.3
Railroad Franchise Taxes Receivable 8.9
Patient Accounts Receivable .8
Special Revenue Funds:

Casino Control Fund—Fees 1.7
Trust Funds:

Unemployment Compensation

Contributions Receivable 70.8
State Disability Benefits

Contributions Receivable 15.3

Total

$131.8

Federal government receivables are composed of
amounts established as appropriations based upon
grant awards, the expenditure of which is the basis for
reimbursement. Since all amounts due from the Feder-
al government are considered to be collectible, no al-
lowance has been established for doubtful collections.
Also see Note 18—Contingent Liabilities.

These Federal receivables are reported in con-
formance with generally accepted accounting prin-
ciples as defined in Statement 2—Grant, Entitlement
and Shared Revenue Accounting and Reporting by
State and Local Governments published by the Na-
tional Council on Governmental Accounting. Inasmuch
as encumbrances do not constitute expenditures, and
since recognition of grants and entitlements as revenue
is primarily based on expenditures, there is an ad-
ditional $554.1 million of Federal government awards
consisting of encumbrances and appropriation bal-
ances which are considered unearned and unrecorded
as of June 30, 1988.



Loans and Other

Amount
(In Millions)

Fund

General Fund

Special Revenue Funds
Capital Projects Funds
Trust and Agency Funds

Total

Loans Other Gross Allowance Net
$ 3.2 $ 69.9 $ 731 $ 69.9 $ 3.2
278.6 95.6 374.2 79.2 295.0
— 5.8 5.8 —_ 5.8
359.1 845.2 1,204.3 77.4 1,126.9
$640.9 $1,016.5 $1,657.4 $226.5 $1,430.9

Loans receivable ($640.9 miliion) are reduced by
allowances of $10.4 million and include $22.7 million
due from the New Jersey Housing and Mortgage
Finance Authority, $10.8 million due the Luxury Tax
Fund from the Atlantic County Improvement Authority
for housing projects, $226.3 miiiion due from local units
of government for environmental projects, $6.6 million
representing Higher Education Assistance Fund loans
to students, $339.8 million representing loans from re-
spective pension funds to participating members of the

pension funds, and $20.9 million loaned to local units
of government for economic development.

Other Receivables totaling $1,016.5 million are re-
duced by allowances of $216.1 million and include
amounts due from lottery ticket sales ($19.2 million),
receivables for surcharge remittance ($13.0 million),
accrued interest and dividends on investments ($228.5
million), and contributions due from employees and
members to the respective pension funds ($482.2
million).

NOTE 7—INTERFUND RECEIVABLES
AND PAYABLES

Interfund receivables and payables ($19.3 billion)
are referred to respectively as Due from other funds

and Due to other funds on the Balance Sheet. A sum-
mary of interfund receivables and payables at June 30,
1988 is presented below:

Due To
(In Millions)
Special Capital Trust
General Revenue Projects and Agency

Due From Fund Funds Funds Funds Total
General Fund $ — $379.3 $ — $ 35.6 $ 4149
Special Revenue Funds 115.2 19.5 o e 134.7
Capital Projects Funds 72.7 — 3.6 — 76.3
Trust and Agency Funds 2,100.2 371.8 121.7 16,114.8 18,708.5

Total $2,288.1 $770.6 $125.3 $16,150.4 $19,334.4
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NOTE 8—ACCOUNTS PAYABLE

Accounts payable consist primarily of amounts due
for goods or services received by the State prior to
June 30, 1988 and aid payments to eligible recipients.
Other major items include negative cash book bal-
ances of $220.7 million (See Note 3), amounts due to
lottery prize winners of $367.7 million, pension benefits
payable of $265.9 million and Health Benefits Program
Fund payable to providers of $147.7 million as de-
termined by the Fund’s actuary.

NOTE 9—DEFERRED REVENUE

Deferred revenue represents amounts received but
not earned as of June 30. These amounts will be
earned in subsequent fiscal years.

Deferred revenue at June 30, 1988 in the General
Fund ($102.9 million) consists principally of motor ve-
hicle licenses and registrations, and professional board
licenses and fees. The amount at June 30, 1988 also
includes approximately $2.7 million representing Busi-
ness Dissolution Tax pending tax clearance certifi-
cates, $6.5 million of receipts for Truck Axle Taxes
collected but subject to possible refund, and $23.5
million in oil overcharge monies.

NOTE 10—ADVANCES FROM OTHER FUNDS

$5.8 million represents an advance from the General
Fund to the State Recycling Fund in accordance with
P.L. 1987, Chapter 102.

NOTE 11—OTHER LIABILITIES

Other liabilities at June 30, 1988 include the following
items:

Deposits and accumulated earnings on invest-
ments ($1.3 billion) due to local units of govern-
ment and school districts from the State of New
Jersey Cash Management Fund. In the General
Fund, $53.7 million of other liabilities consists
principally of revenue refunds payable. In the
Pension Adjustment Fund, $35.8 million rep-
resents amounts due to retirees for cost of living
increases.

NOTE 12—ACCUMULATED UNPAID SICK AND
VACATION BENEFITS

Cash payments for accumulated sick leave balances
are made to retiring employees upon regular retire-
ment. The payment is based on 50% of the employee’s
sick leave accumulation, at the pay rate in effect at the
time of retirement up to a maximum of $15,000. Em-
ployees separating from State service prior o retire-
ment are not entitled to payments for accumulated sick
leave balances.

At June 30, 1988 accumulated employee sick leave
balances had an estimated value of $347.0 million.
Cash payments for sick leave at retirement are made
from annual legislative appropriations for salaries and
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wages on a “pay-as-you-go” basis. Payments for ac-
cumulated sick leave during fiscal year 1988 amounted
to $5.0 million. Sick leave accumulations may also be
used by an employee for a personal illness or injury
as a means of continuing regular pay during illness or
injury. Because future cash payments for unused sick
leave and unpaid vacation benefits can not be reason-
ably determined, no amount has been included in the
General Long-Term Debt Account Group.

NOTE 13—GENERAL LONG-TERM DEBT

(A) GENERAL OBLIGATION BONDED DEBT

The general obligation bonded debt outstanding as
of June 30, 1988 is $2,607,825,000 which is secured by
the full faith and credit of the State (the General Fund).
The amount to be provided for retirement of general
obligation bonds on the balance sheet represents ap-
propriations to be provided in the future from the Gen-
eral Fund for principal payments.

Outstanding bonded debt as of June 30, 1987 was
$2,774,440,000. During Fiscal Year 1988 the State is-
sued no new bonds.

The amount provided by the General Fund to the
Debt Service Fund for interest and principal payments
for the fiscal year ended June 30, 1988 was
$348,373,586. This is reflected in the Statement of Rev-
enues, Expenditures and Changes in Fund Balances as
a Transfer to other funds in the General Fund and a
Transfer from other funds in the Debt Service Fund.

A summary of debt service requirements on bonds
outstanding as of June 30, 1988 to maturity is as fol-
lows:

Fiscal Year Interest Principal
1989 $ 171,025,655 $ 185,051,000
1990 159,105,931 183,106,000
1991 147,263,814 179,750,000
1992 135,165,250 171,517,000
1993 123,807,905 171,533,000

1994-1998 452,642,239 819,540,000
1999-2003 204,366,800 655,382,000
2004-2008 38,630,014 241,946,000

$1,432,007,608 $2,607,825,000

In prior years, the State defeased certain State of
New Jersey General Obligation Bonds by placing the
proceeds of new bonds in an irrevocable trust to

provide for all future debt service payments on the old
bonds. Accordingly, the trust account assets and the

dingly, ust account asse
liability for the defeased bonds are not included in the
State’s financial statements. On June 30, 1988, $374.9

million of bonds outstanding are considered defeased.

In addition, the State (the General Fund) has guaran-
teed the principal and interest payments on certain
bonds issued by the New Jersey Sports and Exposition
Authority. The amount outstanding on these bonds as



of December 31, 1987 is $175,450,000. The State’s lia-
bility is contingent upon the Authority’s inability to meet
such debt service requirements through derived rev-
enues. The State believes that the revenue of the
Authority will be sufficient to provide for the payment
of debt service on these obligations without recourse
to the State’s guarantee.

The State may be required to provide appropriations
to meet any annual deficiencies in debt service for the
South Jersey Port Corporation and the New Jersey
Housing and Mortgage Finance Agency. However, the
Legislature is not legally bound to make such ap-
propriations for these “moral obligation” bonds.

The New Jersey Housing and Mortgage Finance
Agency has not had a deficiency in a debt service
reserve which required the State to appropriate funds.

The State provides the South Jersey Port Corpo-
ration with funds to cover all debt service and property
tax requirements when the Corporation’s earned rev-
enues are anticipated to be insufficient to cover these
obligations. In December 1987, the Corporation
certified that it would be able to provide sufficient funds

Capital
Fiscal Year Leases
1989 $15.8
1990 15.8
1991 16.1
1992 14.7
1993 13.8
Total minimum
payments 1989-1993 76.2
Less: Amount representing
interest 53.2
Present value of principal
payments 1989-1993 23.0
Principal payments 1994
and after 43.0
Total present value of
minimum payments $66.0

Installment purchases included in the above sched-
ule represent agreements between the State and sev-
eral authorities which have issued their obligations to
purchase or construct facilities to be rented by the
State. The State agrees to make rental payments equal
to the debt service of the respective authorities’ funds,
subject to and dependent upon appropriations being
made by the State Legislature for such purposes. At
the conclusion of the term of the installment agree-
ments, title to the various facilities is to be transferred
to the State.
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from operations for debt service and would, therefore,
not require a State appropriation for 1988.

In addition, legislation provides for future appropria-
tions for state aid to local school districts equal to debt
service on a maximum principal amount of
$280,000,000 of bonds issued by such local school
districts for construction and renovation of school facili-
ties. New Jersey statutes also provide for state aid to
counties equal to debt service up to $80,000,000 of
bonds issued by counties for construction of county
college facilities. The Legislature is not legally bound
to make such future appropriations, but has done so
to date on all outstanding obligations issued under
these laws.

(B) CAPITAL LEASE AND INSTALLMENT
OBLIGATIONS

The State has entered into various lease and install-
ment purchase agreements as a means of acquiring
capital assets. Future obligations of identified capital
leases and installment obligations are presented below
(in millions):

Instaliment Certificates of
Purchases Participation Total
$ 21.0 $ 55.3 $ 92.1
21.0 52.2 89.0
21.0 48.3 85.4
21.1 45.4 81.2
20.7 34.3 68.8
104.8 235.5 416.5
87.4 48.9 189.5
i7.4 186.6 227.0
206.9 55.7 305.6
$224.3 $242.3 $532.6

Those obligations identified as certificates of partici-
pation represent a series of master lease agreements
with a trustee for the rental and purchase of equipment
financed or refinanced by a trustee from the sale of
certificates of participation. The State is required to
make aggregate payments on the equipment that ap-
proximate the interest and principal payments to be
made by the trustee to certified holders. The initial
agreement, effective May 1, 1984 consisted of
$36,975,000 in principal and $7,884,726 in interest. The
second agreement, conducted on February 15, 1985



amounted to $32,410,000 in principal and $9,249,112
representing interest. The third agreement, dated April
15, 1986, totalled $143,955,000 in future principal pay-
ments and $59,463,312 in interest. The fourth agree-
ment, dated August 1, 1987, totalled $80,770,000 in
principal and $16,837,829 in interest. An additional
agreement, entered into on June 15, 1986 financed the
construction of the O.T.1.S. Hub building. Future princi-
pal payments for that issue amounted to $9,190,000
with interest of $6,892,847.

Included in the activity reported in the Statement of
Changes is the elimination of the State’s obligation for
the debt service on bonds issued by the New Jersey
Educational Facilities Authority. Since these obligations
are now reflected in the financial statements of the
participating state colleges, the present value of the
bonds at July 1, 1987, $199,754,000, has been de-
ducted from the Long-Term Debt Account Group.

NOTE 14—RETIREMENT SYSTEMS

The State of New Jersey sponsors and administers
the following contributory defined benefit public em-
ployee retirement systems which have been estab-
lished by State statute. All of the systems are single-
employer plans except for CPFPF, PERS and PFRS,
which are cost-sharing multiple employer plans. The
Systems have elected to report in conformity with Na-
tional Council on Governmental Accounting (NCGA)
Statement No. 1 which represents an acceptable re-
porting alternative under generally accepted account-
ing principles (GAAP) for retirement systems along
with Financial Accounting Standards Board (FASB)
Statement No. 35 and NCGA Statement No. 6. The
effective dates of the aforementioned statements were
deferred indefinitely to allow the GASB to formulate
GAAP for public employee retirement systems.

Consolidated Police and Firemen’s Pension
Fund (CPFPF)—established in January 1952,
under the provisions of N.J.S.A. 43:16 to provide
coverage to municipal police and firemen who
were appointed prior to July 1, 1944. The fund
is a closed system with 2 active members who
are fully vested. Members are eligible to retire
at age 60 after 25 years of service. Pension ben-
efits are equal to 60 percent of the member’s
final compensation plus 1 percent for each year
of creditable service in excess of 25 years, but
not more than 30 years. Under State statutes,
contributions are required by active members,
State-related employers, and the State.

Judicial Retirement System (JRS)—estab-
lished in June 1973, under the provisions of
N.J.S.A. 43:6A to provide coverage to all mem-
bers of the State judiciary system. Membership
is mandatory for such employees with vesting
after five years of successive service as a judge
and 10 years in the aggregate of public service.
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Retirement benefits vary up to 75% of final com-
pensation, depending on age and combinations
of length of service as judge and public servant.
Prior to January 18, 1982 the Plan was non-
contributory. Subsequent thereto members are
required to contribute three percent of the dif-
ference in the salary of their current position and
the salary of that position at January 18, 1982.
Police and Firemen’s Retirement System
(PFRS)—established in June 1944, under the
provisions of N.J.S.A. 43:16A to provide cov-
erage to substantially all full time county and
municipal police or firemen and State firemen
appointed after July 1, 1944. Membership is
mandatory for such employees with vesting oc-
curring after 10 years of membership. A member
may retire at any age after achieving 25 years
of service with a benefit equal to 2 percent of
average compensation for each year of credit-
able service up to 30 years, plus 1 percent for
each year of creditable service in excess of 30
years.

Prison Officers’ Pension Fund (POPF)—estab-
lished in January 1941, under the provisions of
N.J.S.A. 43:7 to provide coverage to various em-
ployees of the State penal institutions who were
appointed prior to January 1, 1960. Employees
hired after January 1, 1960 became members of
PERS. New employees are enrolled in the Police
and Firemen’s Retirement System. All active
members have vested rights. Members are
eligible for retirement after 25 years of service
or at age 55 with 20 years of service. The benefit
is calculated as a percentage of three-year aver-
age final compensation and adjusted for service
over 30 years or 50% of final pay, whichever is
higher.

Public Employees’ Retirement System (PERS)
—established in January 1955, under the
provisions of N.J.S.A. 43:15A to provide cov-
erage to substantially all full time employees of
the State or any county, municipality, school dis-
trict or public agency provided the employee is
not a member of another State-administered re-
tirement system. Membership is mandatory for
such employees and vesting occurs after 8 to 10
years of service. Members are eligible for retire-
ment at 60 with a benefit generally determined
to be 1/60th of the average annual compensa-
tion for the highest three fiscal years’ compensa-
tion for each year of membership during years
of creditable service.

State Police Retirement System (SPRS)—es-
tablished in July 1965, under the provisions of
N.J.S.A. 53:5A to provide coverage to all uni-
formed officers and troopers of the State Police
in the State. Membership is mandatory and



vesting occurs after 10 years of membership.
Members are eligible for retirement after 20
years of service with a mandatory retirement age
of 55. The retirement benefit is 50 percent of the
member’s final compensation plus an additional
2 percent of final compensation for each year in
excess of 20 years of creditable service but not
over 25. Special retirement is available to mem-
bers establishing 25 years of service and is cal-
culated as 60 percent of final compensation plus
1 percent of final compensation for each year of
creditable service over 25 years, to a maximum
of 70% of final compensation.

Teachers’ Pension and Annuity Fund (TPAF)
—established in January 1955, under the
provisions of N.J.S.A. 18A:66 to provide cov-
erage to substantially all full time public school
teachers in the State. Membership is mandatory
for such employees and vesting occurs after 10
years of service. Members are eligible for retire-
ment at age 60 with a benefit generally de-
termined to be 1/60th of the average annual
compensation for the highest three fiscal years’
compensation for each year of membership dur-
ing years of creditable service.

OTHER PENSION SYSTEMS:

In addition to the above retirement systems, the
State established and administers a Supplemental An-
nuity Collective Trust Fund (SACT) which is available
to active members of several state-administered retire-
ment systems to purchase annuities to supplement the
guaranteed benefits provided by their retirement sys-
tem. The state or local governmental employers do not
appropriate funds to SACT.

The State also administers the Central Pension Fund
(CPF) which is a non-contributory defined benefit plan
for the pension allowances established by various State
statutes related to special groups not included in other
state-administered systems. Each of the various stat-
utes governing the CPF prescribes the condition for
payment of such pension and designates the agencies
or officers having the authority to grant pensions there-
under. The fund is not actuarially reserved nor does the
State receive actuarial valuations for this system. The
State funds the plan as benefit allowances become
payable.

The State also administers the Pension Adjustment
Program which provides cost of living increases, equal
to 60% of the change in the average consumer price
index to eligible retirants in all State-sponsored pen-
sion systems. The cost of living increases are payable
from the State of New Jersey Pension Adjustment Fund
which is funded by the State as benefit allowances
become payable. Effective April 1, 1987, the cost of
living increases for TPAF are funded directly by the
System and will be considered in the annual actuarial
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calculation of the required State contribution for that
System.

Pension Benefit Obligation

The “pension benefit obligation” is a standardized
disclosure measure representing the present value of
pension benefits adjusted for the effects of projected
salary increases estimated to be payable in the future
based on employee service credit to date. The mea-
sure, which is the actuarial present value of credited
projected benefits, is intended to help users assess the
funding status of the Systems on a going concern
basis, assess progress made in accumulating sufficient
assets to pay benefits when due and make com-
parisons among employers. This measure is indepen-
dent of the actuarial funding method used to determine
employer contributions to the Systems discussed
under the “contributions required and contributions
made” section.

Legislation enacted during the current year required
cost-of-living adjustments and health care benefits for
retirees to be determined actuarially, as of March 31,
1987, and required the resulting liability to be funded
within 40 years. Previously, the State (General Fund)
contributed the cost-of-living benefits to the System
monthly and paid post-retirement medical premiums
annually from the Health Benefits Program, both on a
pay-as-you-go basis. As a result of actuarially finding
the cost-of-living benefits, the pension benefit obli-
gation increased $2,674,400,000 as of June 30, 1987.
The actuarially determined obligation for post-retire-
ment medical premiums was $2,306,400,000 as of June
30, 1987. No assets will be allocated to this obligation
until funding begins. As a result of these amendments
the 1987 actuarially determined contribution by the
State was increased by $168,963,000 based on a fund-
ing period of 33 years, commencing with the fiscal year
1989 payment, due July 1, 1988.

In accordance with the March 31, 1987 actuarial
valuation and the legislation, the State Treasurer man-
dated that the System begin payment of these benefits
as of June 1, 1988 and assume the obligation for the
cost-of-living benefits from April 1, 1987. As a result,
the System will reimburse the State (General Fund) for
the cost-of-living benefits for the period April 1, 1987
to May 31, 1988 in the amount of $111,586,431, which
includes interest at 6.88%. This obligation is shown in
the System Balance Sheet as “Due to the General
Fund” at June 30, 1988.

In 1987, benefit provisions in CPFPF were also
amended. The amendment substantially increased the
benefits to certain beneficiaries in 1988 and increased
the pension benefit obligation by $44,000,000.

The pension benefit obligation increased by
$647,600,000 due to a PERS and TPAF change in actu-
arial assumption reducing rate of return on investments
to 7.25% in 1988 from 7.5% in 1987.



The unfunded pension benefit obligation as of the
date of the most recent actuarial valuation for each

Actuary CPFPF JRS PFRS POPF
Most recent actuarial
valuation date 1/1/88 7/1/87 6/30/87 7/1/87
Current membership:
Number of retirees and
beneficiaries currently
receiving benefits and
terminated employees not
yet receiving benefits 4,377 238 10,011 386
Fully vested, partially
vested and nonvested
active employees under
the plan 2 351 31,5625 35
Pension benefit obligation:
Retirees and beneficiaries
currently receiving benefits
and terminated employees not
yet receiving benefits $143,307 $ 44,707 $1,268,292 $18,712
Current employees:
Accumulated employee contri-
butions with interest N/A N/A 554,771 N/A
Employer financed—vested 487 43,600 1,641,297 5,167
Employer financed—nonvested — 13,340 504,963 —
Total pension benefit
obligation 143,794 101,647 3,969,323 23,879
Fund balance available for
benefits at cost 100,664 65,401 3,380,253 3,076
Unfunded pension benefit
obligations $ 43,130 $ 36,246 $ 589,070 $20,801
Net assets available as a
percentage of the pension
benefit obligation 70.0% 64.3% 85.2% 12.9%
Market value of net assets $ N/A $ 78,959 $4,114,168 $ 3,078
The following significant actuarial
assumptions were used in the
actuarial computation:
Assumed rate of return 8.5% 8.5% 7.5% 8.5%
Projected salary increases N/A 2.0% 8.89% at age 12.49% at age

(which includes inflation,
merit and productivity)

Mortality, vesting, retirement and

respective plan is as follows: (in 000’s except for mem-
bership data)

25 to 5.07%
at age 64

30 to 4.74%
at age 65

withdrawals estimates are based on
tables furnished by the actuary
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Actuary PERS SPRS TPAF Total

Most recent actuarial
valuation date 3/31/87 7/1/87 3/31/87 N/A

Current membership:
Number of retirees and
beneficiaries currently
receiving benefits and
terminated employees not
yet receiving benefits 58,503 996 33,079 107,590
Fully vested, partially
vested and nonvested
active employees under
the plan 240,285 2,446 109,268 383,912

Pension benefit obligation:
Retirees and beneficiaries
currently receiving benefits
and terminated employees not
yet receiving benefits $1,968,989 $136,673 $ 3,406,530 $ 6,987,210

Current employees:
Accumulated employee contri-

butions with interest 1,440,319 N/A 1,448,690 3,443,780
Employer financed—vested 2,268,374 233,338 5,180,980 9,373,243
Employer financed—nonvested 416,338 35,927 486,330 1,456,898

Total pension benefit
obligation 6,094,020 405,938 10,522,530 21,261,131

Fund balance available for
benefits at cost 5,823,476 368,536 7,144,924 16,886,332

Unfunded pension benefit
obligations $ 270,544 $ 37,402 $ 3,377,606 $ 4,374,799

Net assets available as a
percentage of the pension
benefit obligation 95.6% 90.8% 67.9% 79.4%

Market value of net assets $7,248,868 $456,682 $ 8,800,523 $20,702,278

The tollowing significant actuarial
assumptions were used in the
actuarial computation:

Assumed rate of return 7.25% 8.5% 7.25%

Projected salary increases 8.39% at age 5.0% at age 6.63% at age
(which includes inflation, 25 to 2.86% 20 to 3.0% 25 to 2.35%
merit and productivity) at age 69 at age 54 at age 70

Mortality, vesting, retirement and
withdrawals estimates are based on
tables furnished by the actuary
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Contribution Required and Contribution Made

The Systems provide for employee contributions
based on percentages ranging from 3% to 10.62% of
employees’ annual compensation. Funding by state
and state-related employers are based upon annual
actuarially determined percentages of total compensa-
tion of all active members. The amount necessary to
provide the Systems with assets sufficient to meet ben-
efits is determined annually. The State appropriation
for the June 30, 1988 fiscal year end, paid July 1, 1987,
is based on 1986 actuarial valuations and the State-
related employer contributions are payable and ac-
crued on June 30, 1988 based on the most recent 1987
actuarial valuations. The State’s annual contribution
approximates the actuarially determined pension cost
for the year. The Systems use the “projected benefit
method” with aggregate normal cost and frozen initial
unfunded accrued liability. Under this method, em-
ployers are required to make a normal cost contribu-
tion and accrued liability contribution to fund retire-
ment benefits accrued by members with credited past
service which aggregated $10,055,696,084 at June 30,
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1988. This amount is being amortized over periods
ranging from 20 to 33 years. The significant actuarial
assumptions used to compute the actuarially de-
termined contribution requirement are the same as
those used to compute the pension benefit obligation
with the exception of rates of return on investments
which range from 4.5% io 6.88%.

The annual interest assumption used for valuing
TPAF annual contributions was increased to 67%% in
1988 from 6% in 1987. Other significant assumptions
for all Systems were the same. The effect on fiscal 1989
contributions due to TPAF changes in actuarial as-
sumptions and benefit funding amendments, dis-
cussed under “pension benefit obligation”, will be a
decrease of $79,000,000 and an increase of
$168,963,000, respectively.

The annual impact of the CPFPF benefit provision
amendment on the 1990 employers contribution is ap-
proximately $8,300,000. However, due to a change in
the actuarial valuation date, the 1990 contribution will
represent six months of costs and the related impact
will be approximately $4,150,000.



Actuarially determined contributions and actual contributions are presented in the following table:

CPFPF JRS PFRS

Actuarially determined
contribution requirements:
Normal cost $ — (N/A%) $ 8,039,082 (26.8%) $176,068,192 (17.7%)
Amortized unfunded
actuarial accrued

liability 3,701,792 (N/A%) 1,948,371 ( 6.5%) 9,915,033 ( 1.0%)
$3,701,792 $ 9,987,453 $185,983,225

Actual contributions:

State $3,701,792 (N/A%) $ 10,191,500 (33.9%) $ 34,810,940 ( 3.5%)
State related employers — (N/A%) — ( —%) 155,476,006 (15.7%)
Employees - 5,532 (N/A%) 426,546 ( 1.4%) 90,936,178 ( 9.2%)

$3,707,324 (N/A%) $ 10,618,046 (35.3%) $281,223,124 (28.4%)

Covered payroll
(which represents total

payroll for all plans) $ 83,506 $ 30,033,000 $992,600,000
POPF PERS SPRS

Actuarially determined
contribution requirements:
Normal cost $ 84,805 ( 6.3%) $ 289,238,286 ( 6.4%) $ 19,466,004 (26.0%)
Amortized unfunded
actuarial accrued

liability 2,165,951 (160.3%) 16,070,235 ( 3.8%) 3,896,578( 5.2%)
$2,250,756 $ 305,308,521 $ 23,362,582
Actual contributions:
State $2,166,059 (160.3%) $ 139,086,722 ( 3.1%) $ 23,362,582 (31.3%)
State related employers — ( —%) 169,581,413 ( 3.8%) — —%)
Employees 84,697 ( 6.3%) 199,595,206 ( 4.4%) 6,139,979 ( 8.2%)
$2,250,756 (166.6%) $ 508,263,341 (11.3%) $ 29,502,561 (39.5%)

Covered payroll
(which represents total

payroll for all plans) $1,350,794 $4,485,000,000 $ 74,719,054
TPAF

Actuarially determined
contribution requirements
Normal cost $3,331,534,000 (10.2%)
Amortized unfunded
actuarial accrued
liability 25,435,494 ( .8%)

$ 356,969,534

Actual contributions:

State $ 359,773,275 (11.1%)
State related employers — ( —%)
Employees 136,126,715 ( 4.2%)

$ 494,899,990 (15.3%)

Covered payroli
(which represents total
payroll for all plans) $3,241,900,000

NOTE: Figures in parentheses represent contributions expressed as a percentage of covered payroll utilized in the most recent
actuarial valuation.
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Trend Information

Trend information gives an indication of the progress
made in accumulating sufficient assets to pay benefits
when due. Trend information may be found in the an-

Fund

Most Recent Balance Assets

nual financial statements of the individual retirement
systems. Required three-year trend information for
each plan is presented below:

Actuarially
Determined
Unfunded Pension Employer State

Actuarial Valua- Annual Available as a Benefit Obligation Contributions Contributions as
tion for Plan Covered Percentage of the as a Percentage as a Percentage a Percentage of
Fiscal Year Payroll Pension Benefit of Annual Covered of Annual Covered Annual Covered

Ending (in 000’s) Obligation Payroll Payroll Payroli

CPFPF

1988 84 70.0% N/A N/A N/A
JRS

1988 30,033 64.3% 120.7% 33.3% 33.9%
PFRS

1988 992,600 85.2% 59.3% 18.7% 3.5%

1987 878,700 85.5% 56.2% 18.2% 2.9%

1986 793,500 99.8% 7% 17.3% 2.8%
POPF

1988 1,351 12.9% N/A N/A N/A
PERS

1988 4,485,000 95.6% 6.0% 6.8% 3.1%

1987 4,097,900 93.0% 9.2% 7.2% 3.0%

1986 3,670,100 102.0% — 7.5% 3.0%
SPRS

1988 74,719 90.8% 50.0% 31.3% 31.3%
TPAF

1988 3,241,900 67.9% 104.2% 11.0% 11.1%

1987 3,011,700 85.5% 32.9% 10.7% 10.6%

1986 2,763,900 97.3% 5.1% 10.8% 10.8%
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Systems investments at June 30, 1988, by major
class, (expressed in thousands)were as follows:

U.S. and Municipal

Government Bonds
Corporate equity securities
Corporate debt securities
Common Pension Fund A
Common Pension Fund B
State of New Jersey Cash

Management Fund
Other

TOTAL

U.S. and Municipal

Government Bonds
Corporate equity securities
Corporate debt securities
Common Pension Fund A
Common Pension Fund B
State of New Jersey Cash

Management Fund
Other

TOTAL

U.S. and Municipal

Government Bonds
Corporate equity securities
Corporate debt securities
Common Pension Fund A
Common Pension Fund B
State of New Jersey Cash

Management Fund
Other

TOTAL

CPF CPFPF JRS
Amortized Market Amortized Market Amortized Market
Cost Value Cost Value Cost Value
$ — % - $ 46,984 $ 46,993 S — 3 —
— — 13,266 12,326 —_— —
—_ — — — 27,057 33,069
— — —_ —_— 26,633 27,119
— — 9,849 9,849 2,997 2,997
— — 19,626 19,426 8,439 8,449
$ — $ — $ 89,725 $ 88594 $ 65126 $ 71,634
PFRS POPF PERS
Amortized Market Amortized Market Amortized Market
Cost Value Cost Value Cost Value
$ — 3 — $ — $ — 3 7 % 7
50,672 46,298 — — 102,109 93,461
1,422,194 1,808,068 — —_ 2,560,411 3,270,997
1,377,784 1,383,817 — —_ 2,495,529 2,539,297
108,186 108,186 645 645 220,018 220,018
579,355 571,489 - — 942,602 932,088
$3,538,191 $3,917,858 $ 645 $ 645 $6,320,676  $7,055,868
SPRS SACT TPAF
Amortized Market Amortized Market Amortized Market
Cost Value Cost Value Cost Value
$ 205 % 205 $ — 3 — $ 24,843 $ 24,680
—_ — 112,241 112,241 — —
6,115 5,601 —_ — 189,059 172,116
156,657 199,080 — — 3,081,637 3,917,534
168,822 170,533 — —_ 2,906,164 2,901,308
16,259 16,259 8,750 8,750 257,211 257,211
35,354 34,357 — — 1,076,056 1,058,651
$ 383,412 $ 426,055 $120,991 $120,991 $7,534,970  $8,331,500
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U.S. and Municipal

Government Bonds
Corporate equity securities
Corporate debt securities
Common Pension Fund A
Common Pension Fund B
State of New Jersey Cash

Management Fund
Other

TOTAL

*Represents 5% or more of

Grand Total

Amortized Market

Cost Value
$ 72,039 $ 71,885
112,241 112,241
361,221 329,802
7,247,956* 9,228,748
6,974,932* 7,022,094
623,915 623,915
2,661,432 2,624,460
$18,053,736  $20,013,145

net assets.

NOTE 15—TRANSFERS TO AND FROM
OTHER FUNDS

Transfers to and Transfers from other funds
($1,212.9 million) in the Statement of Revenues, Expen-

ditures, and Changes in Fund Balances represent op-
erating transfers between fund groups. A summary of
Transfers to and Transfers from is presented below.

Transfers To
(In Millions)

Debt Special Capital Expendable
General Service Revenue Projects Trust

Transfers From Fund Fund Funds Funds Funds Total
General Fund $ — $348.3 $ 1.2 $ — $202.4 $ 551.9
Debt Service Fund — — — — — —
Special Revenue Funds 574.0 — 24.3 — — 598.3
Capital Projects Funds 10.4 — — — — 10.4
Expendabie Trust Funds 52.3 — — — — 52.3

Total $636.7 $348.3 $25.5 $ — $202.4 $1,212.9

NOTE 16—DEFICIT FUND BALANCES

The deficit fund balance ($.9 million) in the Jobs,
Science and Technoiogy Fund resuits from expen-
ditures in excess of revenues. It is anticipated that bond
sales during FY 89 will relieve this deficit. In addition,
the Health Benefits Program Fund has a deficit balance
of $19.1 million. This was due to a large increase in
claim payments. To offset this deficit a 30% rate in-
crease was implemented effective May 1, 1988. There
is also a proposed rate increase effective May 1, 1989
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which should provide for a positive fund balance in the
future.

NOTE 17—FUND BALANCE RESERVED—OTHER

The following portions of fund balances have been
reserved:

GENERAL FUND

Of the $47.4 million reservation in the General Fund,
$21.7 million consists principally of long-term ad-



vances and receivables due from individuals, estates,
municipalities, railroads and other funds that are con-
sidered not currently available for appropriation. $25.7
million is reserved for potential disallowance of
amounts previously claimed and received from the
Federal government by the Department of Human Ser-
vices.

SPECIAL REVENUE FUNDS

Clean Waters Fund and Natural Resources Fund

These funds have loaned various qualifying mu-
nicipalities $8.8 and $2.1 million, respectively, for
the purpose of improving sewerage treatment fa-
cilities and emergency water supply projects.
These loans will be repaid over a ten year period.
In addition, (regarding Natural Resources Fund),
$1.8 million represents amounts held in escrow
with respect to a harbor dredging project.

Mortgage Assistance Fund

$13.6 million represents loans receivable from
the New Jersey Housing and Mortgage Finance
Agency which will subsequently be repaid over a
period of years based on repayments to that agen-
cy by borrowers.

Housing Assistance Fund

$9.2 million represents loans receivable from
the New Jersey Housing and Mortgage Finance
Agency which are to be repaid over a period of
years based on repayments to that agency of mort-
gage loans made to borrowers.

Water Conservation Fund

$1.8 million represents sewage facility planning
loans and contaminated wellfield loans.

Superior Court Trust Fund

The fund’s Investment Advisory Committee has
adopted a policy of establishing a reserve against
capital losses on sales of securities to insure pay-
ment of interest at established rates. This reserve
is based on 3% of the annual moving average mar-
ket value of total investments as of the end of each
month and amounted to approximately $3.8 million
at June 30, 1988.

Green Trust Fund

$19.8 million represents loans and interest due
from various municipalities for land acquisition
and development.

Beaches and Harbor Fund

$4.7 million represents amounts in escrow for
Weehawken, Jersey City, Hoboken, Elizabeth,
Bayonne, and Liberty Park.

New Jersey Local Development Financing Fund

$20.9 million represents loans made to various
municipalities for economic development which
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will be repaid during a subsequent period of years.

Water Supply Fund

$122.6 million represents loans to the New Jer-
sey Water Supply Authority which will be repaid
over a 10 year period commencing on May 1, 1986,
$15.8 million represents rehabilitation loans made
to various municipalities and $.6 million represents
contaminated well loans to several municipalities.

New Jersey Uncompensated Care Trust Fund

P.L. 1986, Chapter 204 requires that 1/12 of the
estimated annual payment for uncompensated
care is to be reserved. Accordingly, $5.9 million
has been reserved.

State Recycling Fund
$2.4 million represents low interest loans to re-

cycling businesses which will be repaid in future
years.

Wastewater Treatment Fund

$4.4 million represents loans to local govern-
ments which will be repaid in future years.

1983 New Jersey Green Acres Fund
$1.7 million represents monies held in escrow.

Resource Recovery and Solid Waste Disposal
Facility Fund

$48.0 million represents loans made to Essex
County for the design, acquisition, and construc-
tion of resource recovery facilities.

Shore Protection Fund
$4.8 million represents money held in escrow for
Barnegat Inlet Jetty Project.

Boarding House Rental Assistance Fund

$5.2 million represents unpaid balances of loan
commitments entered into by the New Jersey
Housing and Mortgage Finance Agency as of June
30, 1988.

TRUST FUNDS

Fund for Support of Free Public Schools

New Jersey Statutes provide for the establish-
ment of a School Bond Reserve within this fund,
in an amount equal to at least one and one-half
percent of the aggregate issued and outstanding
bonded indebtedness of counties, municipalities
or school districts for school purposes, exclusive
of the debt service for bonds as provided by State
appropriations. Accordingly, $19.0 million of this
fund balance has been reserved at June 30, 1988.

Higher Education Assistance Fund

$6.6 million represents loans to students that will
be paid over an extended period of time.



Unsatisfied Claim and Judgment Fund

$3.8 million represents claims which will be re-
paid over an extended period of years.

Motor Vehicle Liability Security Fund

$14.1 million represents a future liability to the
New Jersey Property-Liability Insurance Guaran-
tee Association based on a Stipulation and Order
of Dismissal entered into by the State Treasurer
and Commissioner of Insurance.

Public Employees’ Retirement System (PERS)
and Teachers’ Pension and Annuity Fund (TPAF)

$33.0 million and $46.6 million respectively, has
been reserved as part of the Contributory Group
Insurance Premium Fund. The Contributory Group
Insurance Premium Fund represents the ac-
cumulation of member contributions in excess of
premiums disbursed to the insurance carrier since
the inception of the contributory death benefit pro-
gram plus reserves held by the insurance carrier.

Members are required by statute to participate
in the contributory group insurance plan in their
first year of membership and may cancel the con-
tributory coverage thereafter. The current con-
tribution rate for this coverage is .55 of 1% of salary
for PERS, and .40 of 1% of salary for TPAF.

NOTE 18—CONTINGENT LIABILITIES

The State is involved in a number of legal actions
wherein the State of New Jersey has the potential for
either loss of revenue or unanticipated expenditure.
The exact amount involved in these legal proceedings
is not fully determinable as of June 30, 1988.

GENERAL FUND

There are presently several cases pending in
federal courts challenging conditions and ade-
quacy of care in State psychiatric hospitals and
schools for the mentally retarded. The plaintiffs
allege that the institutions are not providing their
residents with educational and rehabilitative pro-
grams which comply with state and federal con-
stitutional and statutory standards. At present, the
State operates four psychiatric hospitals, eight
State residential institutions for the mentally re-
tarded, one nursing home and one juvenile treat-
ment facility. Judgments for plaintiffs could require
the State to make substantial expenditures, the
exact amount of which cannot be estimated at this
time.

There is currently a case concerning a challenge
to the constitutionality of the Public Education Act
of 1975, N.J.S.A. 18A:17A-1 et seq. Plaintiffs are
students in the cities of Irvington, Jersey City, East
Orange and Camden. Should the statute be de-
clared unconstitutional, the State would be subject
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to reformulating its contributions of aid to public
schools by giving more aid to urban areas. The
case is currently pending before the Com-
missioner of the New Jersey Department of Educa-
tion. The Office of Administrative Law has issued
an initial decision in favor of the plaintiffs.

There is a civil action now pending in the Tax
Court of New Jersey, wherein the plaintiffs have
challenged the increases in motor fuels user identi-
fication markers fees effected by the Transpor-
tation Trust Fund Authority Act. Plaintiffs are seek-
ing a declaratory judgment holding the N.J.S.A.
54:39A-10, as amended by the Transportation
Trust Fund Authority Act, is unconstitutional in-
sofar as it assesses a $25.00 motor fuels user
identification marker fee on out-of-state motor car-
riers; a permanent injunction against collection of
the increased fee; and refunds of any increased
fees unlawfully collected and attorneys’ fees and
costs. An adverse decision could result in tax re-
funds that may exceed $30 million.

As of June 30, 1988, there were numerous tort
and contract cases and notices of claims filed
against the State. The State is unable to estimate
its exposure for these cases and claims. An inde-
pendent study estimated an aggregate potential
exposure of $50 million for claims pending, as of
January 1, 1982. It is estimated that were a similar
study made of claims currently pending, the
amount of such estimated exposure would be
somewhat higher.

SPECIAL REVENUE FUNDS

New Jersey Spill Compensation Fund

Claims totaling $54.5 million at June 30, 1988,
and $41.2 million at June 30, 1987, have been filed
against the Fund by third parties for damages
caused by spills. These claims have not reached
the stage in the judicial process where reasonable
amounts have been established, and, therefore,
are not classified as liabilities under generally ac-
cepted accounting principles.

In Exxon Corporation, et al., v. Hunt, et al., sev-
eral major taxpayers filed suit claiming that the
Spill Fund Tax expended for the toxic waste
cleanup program had been pre-empted by the
Federal Superfund law. The Tax Court, the Ap-
pellate Division and the New Jersey Supreme
Court ruled that the Superfund law did not pre-

appeal with the United States Supreme Court. In
March 1986, the United States Supreme Court de-
cided that the Spill Compensation and Control Act
was partially pre-empted by the Superfund law.
The case was remanded to the New Jersey Su-
preme Court for further proceedings not inconsis-
tent with the Court’s ruling.



The central issue on remand was whether or not
there should be any repayment of monies ex-
pended for activities precluded by the inter-
pretation of the Supreme Court.

On December 2, 1987, the New Jersey Supreme
Court rendered its decision on remand holding
that the pre-empted purposes of the New Jersey
Spill Compensation and Control Act could be sev-
ered from the remainder of the Act without impair-
ing its validity, and that the pre-emption of the
Federal Superfund Act should be deemed to have
commenced with the Federal Environmental
Protection Agency’s promuigation of the national
contingency plan and national priorities list.

The case was remanded to the New Jersey Tax
Court for a determination of the amount of the pre-
empted expenditures. Following such a determina-
tion, the Legislature is accorded six months in
which to reimburse the Spill Fund for the amount
of the pre-empted expenditures. If the Legislature
does not reimburse such expenditures, then the
plaintiffs are to be refunded pro-rata so much of
the pre-empted expenditures as bears the same
proportion to the total pre-empted expenditures as
the amount of the Spill Act taxes paid by the plain-
tiffs bears to the total amount of the Spill Act taxes
collected.

It should be noted that Congress repealed the
pre-emption provision of the Superfund Law in
October of 1986, consequently, none of the Fund's
taxing or spending activities since October 1986
are involved in the remand proceedings.

Sanitary Landfill Contingency Fund

Various claims totalling approximately $29.6
million have been filed against this fund by individ-
uals, local municipalities and school districts. In
addition, there are a number of similar claims for
unspecified dollar amounts which are pending.
The ultimate disposition of these claims is not de-
terminable at this time.

CAPITAL PROJECTS FUNDS

State Transportation Fund and 1979
Transportation Rehabilitation and
Improvement Fund

Contractor claims totaling $1.7 million and $33.8
million, respectively, have been filed against these
funds. These claims are for damages due to delays
in construction and design problems. Fund man-
agement is presently evaluating these claims and
there has been no determination as to the ultimate
amount for which these funds will be liable.
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TRUST FUNDS

Stock Worker’'s Compensation Security Fund
Mutual Worker’'s Compensation Security Fund

As of June 30, 1988, there are unasserted insurance
claims in the above funds for which the amounts have
not yet been determined.

Unsatisfied Claim and Judgment Fund

At June 30, 1988, this fund was contingently liable
for reported excess medical benefit claims of $714.0
million. In addition, there may be a substantial amount
of incurred, but unreported excess medical benefit
claims, which have been actuarially estimated to be
$788.0 million as of December 31, 1987.

The Fund is also liable for claims for injuries arising
out of uninsured motorist claims actuarially estimated
to be $18.2 million at June 30, 1988.

Real Estate Guaranty Fund

Claim payments, as certified by court orders, are
made to persons aggrieved by the unlawful practices
of real estate brokers or salesmen. As of June 30, 1988,
there were 63 cases pending with a maximum possible
exposure to the Fund of $556,000. The ultimate disposi-
tion of these claims is not determinable at this time.

FEDERAL PROGRAMS

Under the terms of various grant awards, expen-
ditures from Federal funds are subject to audit. As of
June 30, 1988, audits of expenditures for fiscal years
1988 and prior may not be completed. Disallowances
which may result from these audits are not de-
terminable at this time. It is management’s opinion that
disallowances, if any, would not be material as of June
30, 1988.

NOTE 19—PUBLIC AUTHORITIES

(A) ENTERPRISE FUNDS

The accounts of public authorities, private not-for-
profit corporations and similar entities (hereinafter
called Authorities) in the accompanying financial state-
ments are derived from their most recently issued an-
nual financial statements. The inclusion of these en-
tities in the State’s combined financial statements re-
flects the oversight role exercised by the State over
them, but does not affect their separate legal standing.
Oversight is defined to include criteria such as appoint-
ment of the board, designation of management, and
factors that have been considered include the scope
of the services rendered and the existence of special
financial relationships.

Additional information, including descriptions of the
entities, is provided below.

Authorities (as defined above) are legally separate
entities that are not operating departments of the State.



The Authorities are managed independently, outside
the appropriated budget process and their powers
generally are vested in a governing board. Authorities
are established for a variety of purposes for the benefit
of the State’s citizenry such as economic development,
financing, public transportation, low cost housing, en-
vironmental protection and capital development for
health and education purposes. In addition, they are
not subject to State constitutional restrictions on the
incurrence of debt, which apply to the State itself, and
may issue bonds and notes within legislatively
authorized amounts.

The Governor, with the approval of the State Senate,
appoints the members of the board of most authorities.
Authorities generally submit annual reports to the Gov-
ernor, the Legislature and the Comptroller on their op-
erations and finances accompanied by an independent
auditor’s report thereon. Authorities also submit to the
Governor and the Legislature annual budget infor-
mation on operations and capital construction. The
Governor has from time to time exercised the statutory
power to veto the actions.

The amounts presented in the accompanying com-
bined financial statements for Authorities include the
following entities for the fiscal years indicated:

Entity Year End

Hackensack Meadowlands

Development Commission December 31, 1987

New Jersey Building Authority ~December 31, 1987
New Jersey Casino Reinvestment

Development Authority December 31, 1987
New Jersey Economic

Development Authority December 31, 1987
New Jersey Educational

Facilities Authority December 31, 1987
New Jersey Expressway

Authority December 31, 1987
New Jersey Health Care Facilities

Financing Authority December 31, 1987
New Jersey Highway Authority December 31, 1987

New Jersey Housing and
Mortgage Finance Agency
New Jersey Sports and
Exposition Authority December 31,
New Jersey Transit Corporation June 30, 1988
New Jersey Transportation
Trust Fund Authority June 30, 1988
New Jersey Turnpike Authority December 31,
New Jersey Wastewater
Treatment Trust
New Jersey Water Supply
Authority
South Jersey Port Corporation

June 30, 1988

1987

1987

June 30, 1588
June 30, 1988

December 31, 1987
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The public authorities predominantly follow the ac-
crual basis of accounting. The New Jersey Expressway
Authority, the South Jersey Port Corporation, the New
Jersey Highway Authority and the New Jersey Turnpike
Authority do not fully conform to the accrual basis of
accounting but are based on the provisions of the bond
resolution.

(1) Other Receivables

Other receivables consist primarily of ioans, and
include approximately $1.7 billion in New Jersey
Health Care Facilities Financing Authority loans
and $108.9 million in New Jersey Building
Authority lease payments receivable.

(2) Fixed Assets

The Authorities generally record fixed assets at
cost and depreciate the cost over the respective
lives of the various assets.

Certain authorities (New Jersey Highway
Authority, New Jersey Turnpike Authority, New
Jersey Expressway Authority) include the cost of
infrastructure (public domain fixed assets) in
their general fixed assets.

(3) Pensions

The employees of the various Authorities are
generally covered by the Public Employees’ Re-
tirement System of New Jersey (PERS). This
pension system was established by an act of the
State Legislature. Benefits, contributions, means
of funding and the manner of administration are
determined by state legislation. Contributions to
the Retirement System by the Authorities are
based upon a percentage of the Authorities’ an-
nual gross wages.

New Jersey Transit. Corporation and its
subsidiaries have sponsored plans covering
substantially all employees; certain employees
are covered by PERS or the Railroad Retirement
Fund.



(B) SEGMENT DATA

Presented below is segment information on the authorities (in thousands of dollars):

Operating revenues
Depreciation, depletion and
amortization expense
Operating income (loss)
Operating grants, entitlements
and shared revenue
Net income (loss)
Current Capital:
Contributions

Fixed Assets
Total Assets

Bonds and Notes Payable

Total Equity

Operating revenues
Depreciation, depletion and
amortization expense
Operating income (loss)
Operating grants, entitlements
and shared revenue
Net income (loss)
Current Capital:
Contributions
Fixed Assets

Total Assets

Bonds and Notes Payable

Total Equity

New Jersey

Hackensack Casino New Jersey New Jersey
Meadowlands New Jersey Reinvestment Economic Education
Development Building Development Development Facilities
Commission Authority Authority Authority Authority
$ 47,073 $ 7,442 $ 819 $ 1,359 $ 39,043
1,496 — 6 119 28
(22,275) 7,442 18 (3,306) (28,510)
4,710 5,000 — 435 1,601
(17,566) 8,579 2,005 6,037 (49,167)
11,005 37,579 87 393 92
143,913 181,465 171,738 96,347 682,520
3,504 120,585 24,924 —_ 543,997
$ 32,320 $ 22,472 $ 3,455 $95,206 $127,701

New Jersey

New Jersey

Health Care Housing New Jersey

New Jersey Facilities New Jersey and Mortgage Sports and
Expressway Financing Highway Finance Exposition
Authority Authority Authority Agency Authority
$ 23,623 $ 1,964 $ 124,424 $ 10,436 $178,720
— 117 — 21,385 13,789

10,173 (113) 43,667 (3,080) 41,816
6,528 147 27,802 36,351 166
85,685 318 1,041,601 284 400,149
112,024 4,715,178 1,233,105 2,970,587 522,857
43,795 3,195,316 464,940 2,420,084 409,909
$ 64,587 $1,432,311 $ 700,516 $ 314,441 $ 72,219
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QOperating revenues
Depreciation, depletion and
amortization expense

Operating income (loss)

Operating grants, entitlements
and shared revenue

Net income (loss)

Current Capital:
Contributions

Fixed Assets

Total Assets

Bonds and Notes Payable

Total Equity

New Jersey

New Jersey

New Jersey Transportation New Jersey  Wastewater New Jersey

Transit Trust Fund Turnpike Treatment Water Supply
Corporation Authority Authority Trust Authority
$ 290,580 $ 55,000 $ 189,585 $ — $ 8,877
83,689 —— e — 1,957
(247,055) (165,124) 75,538 (366) 4,040
254,660 146,000 - 26,929 —
(67,173) 51,281 20,961 152,885 1,340
255,445 e — — 3,854
1,645,331 — 1,491,239 e 112,662
1,814,246 765,636 3,579,159 290,383 161,493
— 308,905 2,501,825 133,395 —
$1,531,086 $456,432 $ 963,506 $152,955 $ 59,876

Operating revenues

South Jersey
Port
Corporation

$12,268

Depreciation, depletion and

amortization expense —
Operating income (loss) 431
Operating grants, entitlements

and shared revenue 1,647
Net income (loss) 1,228
Current Capital:

Contributions —_
Fixed Assets 55,340
Total Assets 73,610
Bonds and Notes Payable 41,875
Total Equity $ 8,065

(C) CHANGES IN OUTSTANDING BONDS AND

NOTES

Certain Authorities issue their own revenue bonds
and bond anticipation notes. Bond anticipation notes
are generally repaid from the proceeds of revenue
bonds to be issued from the renewal of the notes,

Federal or State aid or other sources relative to the
purpose of the issuance. Revenue bonds, except as
disclosed, are not obligations of the State of New Jer-
sey and have interest rates ranging from 3.2% to
13.75%. Interest rates for bond anticipation notes
ranged from 3.375% to 11%. Changes in outstanding
bonds and notes (in thousands) were as follows:
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Hackensack Meadowlands
Development Commission

New Jersey Building Authority

New Jersey Casino Reinvestment
Development Authority

New Jersey Economic
Development Authority

New Jersey Educational
Facilities Authority

New Jersey Expressway Authority

New Jersey Health Care Facilities
Financing Authority

New Jersey Highway Authority

New Jersey Housing and
Mortgage Finance Agency

New Jersey Sports and
Exposition Authority

New Jersey Transit Corporation

New Jersey Transportation
Trust Fund Authority

New Jersey Turnpike Authority

New Jersey Wastewater
Treatment Trust

New Jersey Water
Suppiy Authority

South Jersey Port Corporation

Outstanding,

Outstanding,

(D) COMMITMENTS AND OBLIGATIONS

New Jersey Building Authority

The authority has contract commitments for con-
struction of buildings at December 31, 1987 totalling

$6.9 million.

New Jersey Educational Facilities Authority

Minimum aggregate bond principal maturities for the
next five years are as follows (in thousands):

1988
1989
1990
1991
1992

$ 16,158

20,017
21,177
22,027

23,223
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Beginning End

of Year Issued Redeemed of Year
$ 8,035 $ — $ 4,531 $ 3,504
133,523 103,760 116,698 120,585
68 24,856 —_ 24,924
490,400 78,034 24,437 543,997
44,855 — 1,060 43,795
2,842,159 403,177 50,020 3,195,316
419,175 50,000 4,235 464,940
2,532,706 305,229 417,851 2,420,084
411,818 3,334 5,243 409,909
251,780 125,000 67,875 308,905
2,502,825 2,000,000 2,001,000 2,501,825
— 133,395 — 133,395
28,595 41,875 28,595 41,875
$9,665,939 $3,268,660 $2,721,545 $10,213,054

New Jersey Transportation Trust Fund Authority

Aggregate maturities of Transportation System
Bonds Payable (in thousands) are as follows:

1989
1990
1991
1992
1993

1994 through 1998

$ 26,660
30,040
31,475
33,070
34,810

152,850

$308,905



New Jersey Transit Corporation

The Corporation has minimum lease commitments
as of June 30, 1988 as follows (in millions):

Years ending June 30

1989 $ 17.7
1990 15.9
1991 15.8
1992 14.5
1993 13.5
Subsequent to 1993 106.9
Total minimum lease payments 184.3
Less: Executory costs (2.1)
Net minimum lease payments 182.2
Less: Estimated amounts
representing interest (79.0)
Present value of net minimum
lease payments

$103.2

As of June 30, 1988, New Jersey Transit had made
commitments of approximately $70 million for fiscal
year 1989 operating expenditures. Additionally, the
Corporation was committed for future expenditures
under the following capital projects (in millions):

Bus Purchase $135.7
Rolling Stock Improvement Program 13.8
Bus Maintenance Facilities 31.8
Rail Passenger Facilities 7.9

Rail Maintenance Facilities 7.1

Electrification of Rail Lines 6.6
Bus Radio Program 14.3
Bus Revenue Collection Equipment 10.5
Other 7.2

Total $234.9

The Corporation also has commitments for future
expenditures on other non-capital projects of approx-
imately $15.8 million. Funding for all such commit-
ments is dependent upon the availability of future Fed-
eral and State funding.

New Jersey Water Supply Authority

Aggregate maturities of bond, loan and State Loan
Notes principal and interest (in thousands) for which
the Authority is obligated under agreement with the
State of New Jersey are as follows:
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As of June 30

1989 $ 2,437
1990 2,624
1991 2,620
1992 3,722
1993 3,719
1994 through 2027 116,755
Total principal and interest 131,877
Less: Amounts
representing interest (37,007)
Principal amount due to
State of New Jersey 94,870
Less: current portion (669)
Long-term liability
at June 30, 1988

$ 94,201

(E) CONTINGENCIES

The New Jersey Transit Corporation is party to vari-
ous legal actions and disputes. Although the ultimate
effect, if any, of these matters is not presently de-
terminable, management believes that collectively they
will not have a material effect upon the consolidated
financial position or results of operations of the Corpo-
ration. Certain claims and contingencies have been
asserted relating to the re-electrification projects. As of
June 30, 1988, such claims and contingencies totalled
approximately $32 million. Management believes that
the ultimate settlement of such claims will not have a
significant effect on the consolidated financial state-
ments and that settlement amounts, if any, will be reim-
bursed from external capital sources such as State
bond funds, trust funds and Federal grants.

NOTE 20—COLLEGE AND UNIVERSITY FUNDS

Transactions related to the financial activities of the
colleges and universities are accounted for in the Col-
lege and University Funds. Effective July 1, 1987, nine
State colleges whose revenues and expenditures were
previously accounted for in the General Fund of the
State of New Jersey, were given autonomous status as
a result of Chapter 42 and 88 of Public Law of 1988.
The University of Medicine and Dentistry operates a
hospital in addition to the University. The financial
statements of this fund have been prepared in ac-
cordance with the American Institute of Certified Public
Accountants’ “Industry Audit Guide—Audit of Colleges
and Universities” and, accordingly, are presented in a
separate column in the combined balance sheet. They
do not include the financial activity related to foun-
dations and similar organizations within the colleges
and universities.



(A) BASIS OF ACCOUNTING

The accounts of the colleges and universities are
maintained and reported on the accrual basis of ac-
counting.

(B) FUND ACCOUNTING

The financial activities of the colleges and univer-
sities are recorded in funds which classify the various
transactions by specified activities or objectives. Fund
balances of such funds are reported as reserved for
higher education programs and higher education gen-
eral endowment and similar funds. The financial state-
ments presented here are an aggregation of these fund
types. Data regarding these funds can be obtained in
the audit reports of the individual college and university
funds for the year ended June 30, 1988.

(C) INVESTMENTS

Investments of the colleges and universities are
stated at cost, adjusted for amortization of premiums
and accretion of discounts. Donated securities are car-
ried at market value at the date of gift.

(D) PATIENT SERVICE REVENUES

Patient revenues, which were $136.4 million during
1988, are recognized at the time of service, net of allow-
ances applicable to third-party payers, charity and bad
debts.

(E) DEPARTMENTAL RECEIVABLES

An allowance for doubtful receivables is provided for
estimated losses expected to be incurred in collection.
The estimated losses are based on historical collection
experience and a review of the status of existing re-
ceivables.

(F) FIXED ASSETS

Fixed assets are stated principally at cost at date of
acquisition or fair value at date of donation in the case
of gifts. Consistent with generally accepted accounting
principles for colleges and universities, depreciation is
not provided for the cost of plant assets.

(G) STATE APPROPRIATIONS

A substantial portion of the Colleges and University
Fund’s current unrestricted expenses, including cur-
rent payments for retirement costs and fringe benefits,
are funded through appropriations from the general
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fund at the time the expenses are encumbered or paid.
State appropriations are included as appropriation rev-
enue and as expenditures in the accompanying
financial statements.

(H) PENSION & RETIREMENT BENEFITS

Retirement benefits for the majority of eligible full-
time employees of the University Funds are provided
under various pension agreements, namely the Public
Employees’ Retirement System (Note 14) and the
Teachers Insurance and Annuity Association College
Retirement Equity Fund. Under these arrangements,
the plan participants make annual contributions, and
the State provides the University’s portion of the con-
tribution directly. In addition to the above major plans,
some employees of the University of Medicine and
Dentistry are covered under retirement systems of the
City of Newark.

Notes Payable

This consists mainly of demand notes payable of
$8.1 million and installment notes payable of $2.7
million for Rutgers, the State University.

() BONDS PAYABLE AND OTHER DEBT

Rutgers, the State University entered into an open-
ended indenture dated May 1, 1967 to provide a means
of financing construction of auxiliary enterprise facili-
ties and to consolidate previously outstanding bond
indebtedness. Under the terms of the indenture, all
bonds issued are direct and general obligations of the
University and are in no way an obligation of the State
of New Jersey. All revenues from auxiliary enterprise
facilities constructed from the proceeds of the bonds
together with revenues from certain other such facilities
are pledged to secure the indebtedness and must be
applied to (1) annual interest and amortization pay-
ments, (2) debt service reserve deficiency, if any, (3)
operating and maintenance expenses, and (4) the fund-
ing of repair and replacement reserves. The excess of
funds, after satisfying these requirements, is available
to the University. The University has covenanted that
so long as the bonds are outstanding, it will not incur
any other indebtedness secured by a pledge of the
facility revenues, nor sell, mortgage or otherwise dis-
pose of such facilities.



A summary of bonds issued and outstanding for Rutgers, the State University at June 30, 1988 is as follows:

Date of Original
Series Amount

Outstanding
June 30, 1988

Revenue refunding bonds:

Series A, 3%, due serially to May 1, 2001 5/1/67 $ 5,025,000 $ 2,910,000
Series B, 27%%, due serially to May 1, 1999 5/1/67 575,000 275,000
Series C, 2%%, due serially to May 1, 1999 5/1/67 2,190,000 980,000
Series D, 4.4% effective, due serially
to May 1, 1999 5/1/67 1,920,000 475,000
Series N, 7.38% effective, due serially
to May 1, 2001 and term bonds due
May 1, 2016 8/1/86 35,625,000 34,850,000
Total revenue refunding bonds 45,335,000 39,490,000
Revenue bonds:
Series E, 3%%, due serially to May 1, 2016 5/1/67 1,200,000 935,000
Series F, 3%, due serially to May 1, 2016 11/1/67 2,350,000 1,750,000
Series G, 7% effective, due serially
to May 1, 2005 11/1/69 13,600,000 10,640,000
Series H, 5.9% effective, due serially
to May 1, 2007 11/1/70 8,300,000 6,625,000
Series |, 6.7% effective, due serially
to May 1, 2001 and term bonds due
May 1, 2011 11/1/75 24,800,000 21,535,000
Series J, 5.8% effective, due serially
to May 1, 2003 and term bonds due
May 1, 2013 11/1/76 11,200,000 9,875,000
Series K, 6.68% effective, due serially
to May 1, 2004 and term bonds due
May 1, 2014 11/1/77 7,635,000 6,895,000
Series L, 9.7% effective, due serially
to May 1, 2003 and term bonds due
May 1, 2013 5/1/83 5,400,000 5,200,000
Series N, 7.87% effective, due serially
to May 1, 2011 and term bonds due
May 1, 2018 5/1/88 81,340,000 81,340,000
Total revenue bonds 155,825,000 144,795,000
General obligations bonds:
Series 1, 7.63% effective, due serially
to May 1, 2001 and term bonds due
May 1, 2015 5/1/86 10,100,000 10,100,000
1087 Series A, 8.11% effective, due serially
to May 1, 2002 and term bonds due
May 1, 2017 5/1/87 89,015,000 88,120,000
Total general obligation bonds 99,115,000 98,220,000

TOTAL BONDS
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$300,275,000

$282,505,000




The Revenue Refunding Bonds, Series A-D and N,
and the Revenue Bonds, Series E-L and O, were issued
under an open-ended indenture of trust dated May 1,
1967 to provide a means of financing construction of
auxiliary enterprise facilities and to consolidate
previously outstanding bond indebtedness. Under the
terms of the indenture, ail bonds issued are direct and
general obligations of the University and are in no way
an obligation of the State of New Jersey. All revenues
from auxiliary enterprise facilities constructed from the
proceeds of the bonds together with revenues from
certain other such facilities are pledged to secure the
indebtedness and must be applied to (1) annual
interest and amortization payments, (2) debt service
reserve deficiency, if any, (3) operating and mainte-
nance expenses, and (4) the funding of repair and
replacement reserves. The excess of funds, after
satisfying these requirements, is available to the Uni-
versity. The University has covenanted that so long as
the bonds are outstanding, it will not incur any other
indebtedness secured by a pledge of the facility rev-
enues, nor sell, mortgage or otherwise dispose of such
facilities.

The Series N Bonds were issued to refund the Uni-
versity’s outstanding Revenue Bonds, Series M, dated
November 1, 1984. The proceeds of the Series N Bonds
were used: (i) to pay certain administrative, legal,
financing and incidental expenses relating to the is-
suance of the Series N Bonds, and (ii) to deposit into
a special escrow fund to be held by the Trustee, as
refunding escrow trust agent, an amount sufficient to
purchase certain direct obligations of or obligations
guaranteed by the United States of America, the princi-
pal of and interest on which will be sufficient to pay,
when due, the principal of, redemption premium, if any,
and interest on the Series M Bonds as they mature on
and before May 1, 1995 and upon their redemption on
May 1, 1995.

The General Obligation Bonds, Series 1, were issued
under an indenture of trust, dated May 1, 1986, to
provide a means of financing a portion of the cost of
construction of the Center for Advanced Biotechnology
and Medicine to be located in Piscataway, New Jersey.
Construction and operation of the Center is to be
undertaken as a joint venture of Rutgers, The State
University and the University of Medicine and Dentistry
of New Jersey (UMDNUJ). The indenture provides that
the Series 1 Bonds are direct and general obligations
of the University, and that the full faith and credit of
the University is pledged for the payment of the princi-
pal and interest thereon; provided, however, there is
to be excluded from the pledge of the indenture any
revenues, moneys, securities or funds theretofore or
hereafter specially pledged by the University for the
payment of bonds, notes or other indebtedness. The
Series 1 Bonds should not be construed to constitute
a debt of the State of New Jersey.

The General Obligation Bonds, 1987 Series A, were
issued under an open-ended indenture of trust, dated
May 1, 1987, to provide a means of financing a portion
of the cost of the construction of certain academic and
other facilities of the University (Phase Il Facilities). The
proceeds of the Series A Bonds, together with other
moneys available to the University will be used: (i) to
pay into the debt service reserve fund the amount re-
quired by the indenture; (ii) to pay certain adminis-
trative, legal, financing and incidental expenses relat-
ing to the issuance of the Series A Bonds; and (iii) to
pay a portion of the costs of the Phase |l Facilities. The
Series A Bonds should not be construed to constitute
a debt of the State of New Jersey.

Debt service payments (net of interest subsidy on
Series H Bonds of $69,381) applicable to Series A
through L, N, and O, Series 1 and 1987 Series A due
over the next five years are as follows:

1989 1990 1991 1992 1993

Series A-L,
N and O

Principal $ 2,125,000 $ 3,180,000 $ 3,365,000 $ 3,545,000 $ 3,785,000

Interest 12,979,872 12,852,653 12,675,039 12,482,167 12,275,173
Series 1

Principal 135,000 140,000 150,000 160,000 170,000

Interest 749,752 742,462 734,482 725,482 715,562
1987 Series A

Principal 940,000 995,000 1,055,000 1,120,000 1,190,000

Interest 6,892,917 6,843,097 6,787,377 6,726,187 6,658,987

Total $23,822,541 $24,753,212 $24,766,898 $24,758,836 $24,794,722




The New Jersey Institute of Technology has mort-
gage bonds and other long-term obligations consisting
of the following:

Amount

(In Thousands)

1986 Series A, 7.25%,
(due to the New Jersey

=A H iliti H
Educational Facilities Authority

to July 1, 2006) $26,000
1986 Series B, 7.0%,
(due to the New Jersey
Educational Facilities Authority
to July 1, 2002) 6,415
5% to 12% mortgage notes payable 91
Total

$32,506

The bond agreements require the pledging of certain
revenues so as to meet the sinking fund requirements
of the issue. Plant fund cash and temporary cash in-
vestments include $27,883 representing deposits with
the bond trustees, of which approximately $27,399 are
required to be maintained in accordance with mort-
gage bond indenture agreements.

Aggregate principal payments during the next five
fiscal years and thereafter, required under the terms
of the mortgage bonds and notes are:

Amount

Fiscal Year (In Thousands)
1989 $ 1,160
1990 1,205
1991 1,268
1992 1,323
1993 1,395
Thereafter 26,155

in December, 1986, the Institute issued the Series
1986 B Bonds for the purpose of refinancing its Series
1982 F issue. The proceeds from this transaction have
been irrevocably deposited with the Trustee of the 1982
F issue, in order to satisfy the principal, interest, and
call premium obligations of the 1982 F bonds. The
bonds cannot be called until July 1, 1992, at which time
the Trustee intends to do so. Accordingly, the amounts
deposited with the Trustee and the liability with respect
to the 1982 F issues have been removed from the
financial statements.

At June 30, 1988, long-term debt of University of
Medicine and Dentistry of New Jersey consisted of the
following (excluding $4.3 million of debt relating to
Raritan Valley Hospital):
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University of Medicine and Dentistry
of New Jersey, Series A Tax Ex-
empt Revenue Bonds of Decem-
ber 1985 issued in the amount of
$12,335,000. Serial bonds in the
amount of $6,955,000, bearing
interest at rates of 6.25-8.70% are
payable in equal instaliments of
interest and principal through
2000; $5,095,000 of 8.9% term
bonds are due in 2005. The issue
is collateralized by certain Univer-
sity revenues

University of Medicine and Dentistry
of New Jersey, Series B Tax Ex-
empt Revenue Bonds of August
1986 issued in the amount of
$56,840,000. Serial bonds in the
amount of $22,550,000 bearing
interest at rates of 5.0-7.1% are
payable in equal annual install-
ments of interest and principal
through 2001; $34,290,000 of term
bonds bearing interest of 7.0%
and 5.0% are due through 2001.
The issue is collateralized by cer-
tain University revenues

University of Medicine and Dentistry
of New Jersey, Certificates of Par-
ticipation, Series A issued in Feb-
ruary 1987

$11,745,000

56,840,000

8,194,805

76,779,805

LESS: Amortized discount of Series
B Tax Exempt Revenue Bonds 5,308,544

Total $71,471,261

In August 1986, the University issued Series B bonds
in the amount of $56,840,000 to finance the construc-
tion costs of a cogeneration plant, a parking garage
facility and other capital projects on the University’s
campuses. These bonds were issued on a parity with
the Series A bonds and are secured by the provisions
of the General Bond Resolution, which include the
pledged revenues covered under the Series A issue
along with the revenues from the operation of a
proposed parking garage facility.

In February 1987, the University entered into a Mas-
ter Lease Agreement whereby the University may ac-
quire up to $13,080,000 in various types of equipment
undera capital lease. To finance these acquisitions, the
underwriter for the Lessor, Fiscal Funding of New Jer-
sey |, issued $13,080,000 of Certificates of Partici-
pation, bearing interest at 4.10%-5.20% due serially
from December 1988 to December 1992 and placed the
proceeds in an Acquisition Account. The University
draws against these proceeds for equipment pur-



chases, which will be repaid through rent payments
over a five year period. Title to all equipment purchases
under this agreement vests with the University and the
lease is secured by the equipment acquired.

In October 1987, the University entered into a financ-
ing agreement for a term of sixty (60) months in the
amount of $2,167,297. This agreement covered the
purchase of an item of medica! equipment. This
amount has been recorded as a note payable in the

do el Tecoraed

Plant Funds.

In April 1988, the University was involved in a
Certificate of Participation issue in the amount of
$8,595,000 bearing interest at 4.7%-6.45%. The pro-
ceeds of this issue are to fund specific equipment
needs of the Center for Advanced Biotechnology and
Medicine. Lease payments will be made for the term
of June 1989 through June 1995, the funding of which
will be provided from a New Jersey Commission on
Science and Technology grant. As of June 30, 1988,
no proceeds of this issue had been utilized for equip-
ment purchases.

(J) CAPITALIZED LEASE OBLIGATIONS

In April 1988, Rutgers, the State University entered
into a $15,205,000 capital lease agreement for equip-
ment required in certain of the University’s new high
technology research centers. The capital lease agree-
ment was financed, under a trust agreement with a
bank, through the issuance of “Certificates of Partici-
pation” in lease payments to be made by the University.
The Certificates bear interest at rates varying from 4.7
to 6.4 percent and mature semi-annually in varying
amounts beginning on June 15, 1989 and ending June
15, 1995. Lease payments required under the terms of
the lease are to be funded annually from a grant to the
University from the New Jersey Commission on Sci-
ence and Technology. Title to all equipment purchased
under this lease agreement vests with the University
and the trust agreement is secured by the equipment
acquired.

Assuming the University fully utilizes the financing
provided under these agreements, the following is a
schedule of future lease payments:

Year Amount
1989 $ 1,372,206
1990 2,735,372
1991 3,293,457
1992 3,292,290
1993 3,311,523
1994 3,788,383
1995 1,317,220
Total lease payments 19,110,451
Less: Amount representing interest 3,905,451

Present value of lease payments $15,205,000
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At June 30, 1988, the University has purchased ap-
proximately $3,018,000 of equipment under the terms
of this agreement. Accordingly, a corresponding
amount has been established as a capitalized lease
obligation in the Plant Funds group.

Pursuant to the terms of a lease and agreement
dated September 1, 1971 between Rutgers, The State
University and the New Jersey Educational Facilities
Authority (“Authority”), the University transferred to the
Authority title to certain land, upon which dormitories
have been constructed. In 1974, the Authority issued
bonds in the aggregate amount of $6,725,000 at an
effective interest cost of 5.95% per annum, for the
purpose of providing long-term financing for the
aforementioned facilities. Such bonds mature serially
through 2008. In accordance with the agreement, the
University is required to pay an annual rental to the
Authority over the life of the agreement in amounts
necessary to retire the bonds, including interest,
provide sinking fund and reserve account require-
ments and reimburse the Authority for its adminis-
trative costs. As security for its obligation under the
agreement, the University has pledged the revenues
arising from the financed facilities. Upon retirement of
the bonds, title to the land and facilities will revert to
the University; accordingly, the land and facilities have
been capitalized with a corresponding liability classi-
fied as a capitalized lease obligation. At June 30, 1988,
this liability is $5,315,000 ($5,455,000 in 1987). The
following is a schedule of future lease payments under
this lease:

Year Amount

1989 $ 459,775

1990 461,800

1991 463,275

1992 464,200

1993 464,575

Thereafter 6,932,300

Total lease payments 9,245,925

Less: Amount representing interest 3,930,925
Present value of lease payments

$5,315,000

The University has entered into certain lease-
purchase agreements for equipment which are princi-
pally for a duration of one to five years depending on
the application and financial advantage to the Univer-
sity. Such agreements are essential to the normal oper-
ation of the University and it is expected that these
arrangements, where applicable, would be re-
negotiated when financially advantageous to the Uni-
versity. The payments of these agreements include a
charge for interest at various rates depending on each
agreement. At June 30, 1988, the aggregate capitalized
lease obligation associated with these agreements,
which excludes future interest payments, is approx-



imately $1,442,000 ($1,465,000 in 1987). The annual
rentals for these capitalized lease obligations are
provided for in the University's operating budget and
in the aggregate are not considered material.

In 1988, the University capitalized the Robert Wood
Johnson (RWJ) Professional Building lease at an initial
book value of $2,690,000. The approximate minimum
lease payments required under the lease that have

excess of one year at June 30, 1988 are:

Fiscal Year Amount
1989 $ 385,258
1990 372,481
1991 359,703
1992 346,926
1993 334,148

Thereafter 3,478,923
Total

$5,277,439

From August 1975 until May 1981, the University
leased Raritan Valley Hospital (RVH) from the New Jer-
sey Health Care Facilities Financing Authority
(Authority) and operated the facility as an acute care
hospital and ambulatory care center. Effective May 1,
1981, the University was discharged from its obli-
gations under the Authority lease and possession of
RVH was transferred to the Division of Mental Retarda-
tion (DMR). The RVH accounts will be formally trans-
ferred to DMR when the appropriate authorizing legis-
lation is enacted.

The University’s Fixed Assets include University Hos-
pital and several smaller facilities which were financed
by a $120,000,000 State of New Jersey General Obli-
gation Medical Educational Facilities Bond Issue (Bond
Issue). Because this bond issue is an obligation of the
State of New Jersey, it is not reflected on the Univer-
sity’s balance sheet. The book vaiue of University Hos-
pital includes approximately $20,500,000 of capitalized
interest costs which were paid by the State.

Repayments of principal amounts of long-term debt
and capitalized leases, exclusive of the debt related to
Raritan Valley Hospital and RWJ Professional Building,
for the next five years are as follows:

Fiscal Year Amount
1989 $ 2,890,468
1990 3,029,985
1991 3,177,033
1992 3,347,213
1993 3,540,106

Thereafter 60,795,000
Total

$76,779,805
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Self Insurance Reserve Fund

The University of Medicine and Dentistry of New Jer-
sey Self Insurance Reserve Fund is accounted for
within a trust fund maintained by the State of New
Jersey.

(K) COMMITMENTS AND CONTINGENCIES
At June 30, 1988, Rutgers, The State University had

estimated cost of capital projects under construction,
in the design stage with approved sources of funding,
and in the design stage pending determination of

sources of funding, of approximately $301,016,000.

The colleges and universities are party to various
legal actions arising in the ordinary course of their
operations. While it is not feasible to predict the ul-
timate outcome of these actions, it is the opinion of
management that the resolution of these matters will
not have a material adverse effect on the financial
statements.

NOTE 21—JOINT VENTURES

Joint ventures are independently constituted entities
generally created by two or more governments for a
specific purpose such as contracting and maintaining
an interstate bridge. Pursuant to current financial re-
porting standards, the State does not record its equity
in joint ventures. The only significant joint venture in
which the State of New Jersey participates is the Port
Authority of New York and New Jersey. Other joint
ventures are immaterial.

The Port Authority is a municipal corporate in-
strumentality of the States of New York and New Jersey
created by compact between the two states in 1921 with
the consent of the Congress of the United States. It is
authorized and directed to plan, develop and operate
terminals and other facilities of transportation and
commerce, and to advance projects in the general
fields of transportation, economic development, and
world trade that contribute to promoting and protecting
the commerce and economy of the Port District, de-
fined in the compact, which comprises an area of about
1,500 square miles in both states, centering about New
York Harbor.

The Governor of each state appoints six of the twelve
members of the governing Board of Commissioners,
subject to confirmation by the respective State Senate.
Each governor has from time to time exercised the
statutory power to veto the actions of the com-
missioners from his state.

The commissioners serve six-year overlapping
terms as public officials without compensation. They
establish Authority policy, appoint an Executive Direc-
tor to implement it, and also appoint a General Counsel
to act as legal advisor to the Board and to the Executive
Director. The Authority undertakes only those projects
authorized by the two states.



The compact envisions the Port Authority as being
financially self-sustaining and, as such, it must obtain
the funds necessary for the construction or acquisition
of facilities upon the basis of its own credit, its reserve
funds and its future revenues. The agency has neither
the power to pledge the credit of either state or any
municipality nor to levy taxes or assessments.

Consolidated financial statements for the Port
Authority for the fiscal year ended December 31, 1987
disclosed the following (in thousands):

Financial Position

Total Assets $5,542,703
Total Liabilities 3,412,742
Net Assets $2,129,961
Operating Results
Operating Revenues $1,331,438
Operating Expenses (1,002,930)
Depreciation and Amortization (169,393)
Income from Operations 159,115
Financial Income (Expense), Net (77,414)
Income Before Extraordinary Gain 81,701
Extraordinary Gain—Purchase of
Port Authority Bonds in Connection
with Sinking Fund Requirements 2,312
Net Income $ 84,013
Changes in Net Assets

Balance, January 1, 1987 $2,024,818
Net Income 84,013
Federal Contributions in Aid

of Construction 21,130
Balance, December 31, 1987

$2,129,961
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Except for Special Project Bonds, the Authority’s
debt is secured by its full faith and credit, its reserve
funds or a pledge of future revenues. Special Project
Bonds are secured by a mortgage on the financed
properties. At December 31, 1987, Port Authority debt
consisted of the following (in thousands):

Consolidated Bonds $2,602,550

Consolidated Notes 116,000
Special Project Bonds 96,500
2,815,050

Less: Amortized Cost of
Purchased Bonds (39,259)
Unamortized Discount (16,631)

Total $2,759,160
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STATE OF NEW JERSEY
SPECIAL REVENUE FUNDS
COMBINING BALANCE SHEET
JUNE 30, 1988

Alcoho!l Education Beaches Boarding House
Rehabilitation & And Harbor Rental
Enforcement Fund Fund Assistance Fund
ASSETS
CASH AND CASH EQUIVALENTS $ — $ 10,515 $ 2,756
INVESTMENTS e e -
RECEIVABLES, NET OF ALLOWANCES
FOR UNCOLLECTIBLES
Federal government — — —
Departmental accounts — — —
Loans — — —
Other — 332,682 —_
OTHER ASSETS
Due from other funds 18,255,511 1,606,321 12,346,231
Deferred charges — — —
Other — 4,683,852 —
Total Assets $18,255,511 $6,633,370 $12,348,987
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable and accrued expenses $ 4,613,060 $ 3,000 $ 599,411
Deferred revenue — e —
Due to other funds 1,374,257 442,327 183,419
Advances from other funds — — —
Other — — —
Total Liabilities 5,987,317 445,327 782,830
FUND BALANCES
Reserved for:
Encumbrances 2,805,084 52,075 —_
Other — 4,683,852 5,248,736
Unreserved:
Designated for continuing
appropriations — 891,667 —
Undesignated 9,463,110 560,449 6,317,421
Total Fund Balances 12,268,194 6,188,043 11,566,157
Total Liabilities and Fund
Balances $18,255,511 $6,633,370 $12,348,987
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Catastrophic Clean
Casino Casino lliness in Communities
Control Revenue Children Relief Account Clean Waters
Fund Fund Fund Fund Fund
$ — $ — $ — $ — $ 780
13,455,216 4,474,903 5,100,000 51,958 —
- — — —— 8,853,594
— — —— — 171,243
1,027,368 226,159,273 — 13,022,612 9,532,661
$14,482,584 $230,634,176 $5,100,000 $13,074,570 $18,558,278
$10,608,717 $ 4,384,066 3 — $ 26,255 $ 369,097
3,159,500 — _ _ B
_ — — 406,702 1,794,940
13,768,217 4,384,066 — 432,957 2,164,037
3,091,351 41,369,715 —_— 34,559 3,113,233
— — — — 8,853,594
— — —_ — 13,416,836
(2,376,984) 184,880,395 5,100,000 12,607,054 (8,989,422)
714,367 226,250,110 5,100,000 12,641,613 16,394,241
$14,482,584 $230,634,176 $5,100,000 $13,074,570 $18,558,278
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STATE OF NEW JERSEY
SPECIAL REVENUE FUNDS
COMBINING BALANCE SHEET (Continued)
JUNE 30, 1988

Clients’ Emergency Enterprise Zone
Security Flood Control Assistance
Fund Fund Fund
ASSETS
CASH AND CASH EQUIVALENTS $ 133,037 $ 4,727 $ —
INVESTMENTS 5,208,872 e —
RECEIVABLES, NET OF ALLOWANCES
FOR UNCOLLECTIBLES
Federal government — — —
Departmental accounts — — 340,128
Loans — — —
Other —_ — —
OTHER ASSETS
Due from other funds - 1,265,911 6,587,882
Deferred charges — — —
Other — — —
Total Assets $5,341,909 $ 1,270,638 $6,928,010
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable and accrued expenses $ — $ 5,218 $ 490,080
Deferred revenue — — —
Due to other funds 80,250 357,100 —
Advances from other funds o — —
Other — — —
Total Liabilities 80,250 362,318 490,080
FUND BALANCES
Reserved for:
Encumbrances — 8,643,441 1,393,255
Other 48,219 — —
Unreserved:
Designated for continuing
appropriations — 3,259,566 e
Undesignated 5,213,440 (10,994,687) 5,044,675
Total Fund Balances 5,261,659 908,320 6,437,930
Total Liabilities and Fund
Balances $5,341,909 $ 1,270,638 $6,928,010
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Farmland Gubernatorial Hazardous Housing
Preservation Green Trust Elections Discharge Site Assistance
Fund Fund Fund Cleanup Fund Fund
$ 1,635 $ 66,490 $ — $ 22,618 $ 1,507
— 19,844,786 — — 9,168,795
— 80,828 — 881,999 272,804
7,133,765 11,633,929 596,723 7,143,870 489,249
$7,135,400 $31,626,033 $596,723 $ 8,048,487 $9,932,355
$1,368,530 $ 125,108 $ — $ — $ —
861,033 197,252 — 15,552 252,374
— — — 563,002 —
2,229,563 322,360 — 578,554 252,374
1,431,970 22,104,707 — 2,906 —
— 19,844,786 — 302,494 9,168,795
3,388,132 43,998,925 —_ 109,984,986 20,186
85,735 (54,644,745) 596,723 (102,820,453) 491,000
4,905,837 31,303,673 596,723 7,469,933 9,679,981
$7,135,400 $31,626,033 $596,723 $ 8,048,487 $9,932,355
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STATE OF NEW JERSEY
SPECIAL REVENUE FUNDS
COMBINING BALANCE SHEET (Continued)
JUNE 30, 1988

Jobs, Science Medical Education Mortgage
And Technology Facilities Assistance
Fund Fund Fund
ASSETS
CASH AND CASH EQUIVALENTS $ 321 $ 2,401 $ 1,615
INVESTMENTS — — —
RECEIVABLES, NET OF ALLOWANCES
FOR UNCOLLECTIBLES
Federal government — —— —
Departmental accounts - e —
Loans — — 13,566,614
Other — — 301,686
OTHER ASSETS
Due from other funds 3,472,239 551,166 2,526,494
Deferred charges — — —
Other — — —
Total Assets $ 3,472,560 $553,567 $16,396,409
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable and accrued expenses $ 2,810,000 $ — $ —
Deferred revenue — — —
Due to other funds 1,537,079 38,622 425,706
Advances from other funds — — —
GOther — — —
Total Liabilities 4,347,079 38,622 425,706
FUND BALANCES
Reserved for:
Encumbrances 40,821 403,268 4,368
Other — — 13,566,614
Unreserved:
Designated for continuing
appropriations 30,832,317 105,325 43,904
Undesignaied (31,747,657) 6,352 2,355,817
Total Fund Balances (874,519) 514,945 15,970,703
Total Liabilities and Fund
Balances $ 3,472,560 $553,567 $16,396,409
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New Jersey

Natural New Jersey Local New Jersey Spill Uncompensated 1983 New Jersey
Resources Development Compensation Care Trust Green Acres
Fund Financing Fund Fund Fund Fund
$ 17,697 $ 9,333 $ — $ 8,343,152 $ e
— —_ — — 59,032
— — — 7,604,000 —
2,092,287 20,891,746 e — —
80,083 921,389 952,160 — 69,589
21,390,011 1,439,174 53,044,779 6,493,952 2,439,715
1,800,000 — —_ — 1,674,165
$25,380,078 $23,261,642 $53,996,939 $22,441,104 $ 4,242,501
$ 1,152,383 $ 405,000 $ 1,622,611 $ — $ 854,329
945,825 — 3,581,234 10,448,976 1,835,270
2,098,208 405,000 5,203,845 10,448,976 2,689,599
9,229,236 765,000 10,574,680 — 3,565,808
3,892,287 20,891,746 16,457 5,867,000 1,674,165
89,776,233 24,348,766 — — 23,376,652
(79,615,886) (23,148,870) 38,201,957 6,125,128 (27,083,723)
23,281,870 22,856,642 48,793,094 11,992,128 1,552,902
$25,380,078 $23,261,642 $53,996,939 $22,441,104 $ 4,242,501
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ASSETS

CASH AND CASH EQUIVALENTS

INVESTMENTS

RECEIVABLES, NET OF ALLOWANCES
FOR UNCOLLECTIBLES

Federal government

Departmental accounts

Loans
Other

OTHER ASSETS

Due from other funds

Deferred charges

Other

Total Assets

LIABILITIES AND FUND BALANCES

STATE OF NEW JERSEY
SPECIAL REVENUE FUNDS
COMBINING BALANCE SHEET (Continued)
JUNE 30, 1988

LIABILITIES

Accounts payable and accrued expenses

Deferred revenue
Due to other funds

Advances from other funds

Other

Total Liabilities

FUND BALANCES

Reserved for:

Encumbrances
Other

Unreserved:
Designated for continuing
appropriations

Undesignated

Total Fund Balances

Total Liabilities and Fund

Balances

Office Pinelands Property
Of Attorney Infrastructure Tax Relief
Ethics Trust Fund Fund
$ 65,605 $ — $ —
615,456 — —
— — 161,130,487
— 100,000 —
— — 151,342,424
$681,061 $ 100,000 $312,472,911
$426,326 $ — $ 2,827,855
— 100,000 —
— — 22,376,803
426,326 100,000 25,204,658
— — 3,948,365
— 30,000,000 —
254,735 (30,000,000) 283,319,888
254,735 e 287,268,253
$681,061 $ 100,000 $312,472,911
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Resource Recovery

And Solid Waste Safe Sanitary Shore State Land
Disposal Facility Drinking Water Landfill Facility Protection Acquisition And
Fund Fund Contingency Fund Fund Development Fund
$ 1,000 $ 74,922 $ 9,693 $ 15,222 $ 95,466
— e — 1,899,800 —
— — — e 332,489
— 22,076 — — —
48,000,000 — — — —
— — — 239,688 12,139
25,453,571 4,503,520 35,361,067 19,092,684 3,686,564
— — — 4,822,000 —
$73,454,571 $4,600,518 $35,370,760 $26,069,394 $ 4,126,658
$ — $ 9,540 $ 18,386 $ 272,631 $ 430,045
19,500,000 — 77,223 2,325,178 1,496,595
- — — 12,863 o
19,500,000 9,540 95,609 2,610,672 1,926,640
— 785,417 326,201 2,782,602 31,304,370
48,000,000 — — 4,822,000 —
37,483,021 — — 6,564,984 15,833,095
(31,528,450) 3,805,561 34,948,950 9,289,136 (44,937,447)
53,954,571 4,590,978 35,275,151 23,458,722 2,200,018
$73,454,571 $4,600,518 $35,370,760 $26,069,394 $ 4,126,658
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ASSETS
CASH AND CASH EQUIVALENTS

INVESTMENTS

RECEIVABLES, NET OF ALLOWANCES

FOR UNCOLLECTIBLES
Federal government
Departmental accounts
Loans
Other

OTHER ASSETS
Due from other funds
Deferred charges
Other

Total Assets

STATE OF NEW JERSEY
SPECIAL REVENUE FUNDS

JUNE 30, 1988

COMBINING BALANCE SHEET (Continued)

State Recreation

State Recreation
And Conservation

LIABILITIES AND FUND BALANCES

LIABILITIES

Accounts payable and accrued expenses

Deferred revenue

Due to other funds
Advances from other funds
Other

Total Liabilities

FUND BALANCES

Reserved for:
Encumbrances
Other

Unreserved:
Designated for continuing

appropriations

Undesignated

Total Fund Balances

Total Liabilities and Fund
Balances

State And Conservation Land Acquisition
Lottery Land Acquisition And Development
Fund Fund 1971 Fund 1974

$ 654,712 $ 2,813 $ —
19,832,444 —_ —
44,408,533 934,191 9,960,353
1,967,320 — —
$66,863,009 $937,004 $9,960,353
$27,291,475 $ 468 $ 736,103
313,562 — —
36,623,676 114,137 943,538
64,228,713 114,605 1,679,641
2,384,296 181,038 6,309,928
250,000 — —

—_ 641,361 6,970,784

— — (5,000,000)
2,634,296 822,399 8,280,712
$66,863,009 $937,004 $9,960,353
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State

Recycling

SRR

State Water

Superior Court
Of New Jersey

Transportation

Trial Attorney
Certification

Fund Development Fund Trust Fund Fund Program
$ — $ 1,425 $ 117,555 $155,383 $ 1,950
— — 165,730,795 — 192,006
2,406,858 — — _ _
34,169 — — — —
17,421,389 322,416 —_ 149,821 —
$19,862,416 $323,841 $165,848,350 $305,204 $193,956
$ 189,576 $ — $151,194,494 $ — $ —
1,686,436 22,176 183,950 170,129 23,214
5,870,844 — — _ _
— — — 135,075 —
7,746,856 22,176 151,378,444 305,204 23,214
1,738,364 15,000 — — —
2,406,858 — 3,800,000 — —
— 286,665 — — —
7,970,338 — 10,669,906 — 170,742
12,115,560 301,665 14,469,906 — 170,742
$19,862,416 $323,841 $165,848,350 $305,204 $193,956
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STATE OF NEW JERSEY
SPECIAL REVENUE FUNDS

COMBINING BALANCE SHEET (Continued)

ASSETS
CASH AND CASH EQUIVALENTS
INVESTMENTS

RECEIVABLES, NET OF ALLOWANCES
FOR UNCOLLECTIBLES
Federal government
Departmental accounts
Loans
Other

OTHER ASSETS
Due from other funds
Deferred charges
Other

Total Assets

LIABILITIES AND FUND BALANCES

JUNE 30, 1988

LIABILITIES
Accounts payable and accrued expenses
Deferred revenue
Due to other funds
Advances from other funds
Other

Total Liabilities

FUND BALANCES
Reserved for:
Encumbrances
Other
Unreserved:
Designated for continuing
appropriations

Undesignated
Total Fund Balances

Total Liabilities and Fund
Balances
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Unemployment Urban Development Wastewater
Compensation Investment Treatment
Auxiliary Fund Fund Fund
$ 100,435 $ — $ 247,349
— — 47,596,467
— — 4,369,002
— — 580,523
29,823,604 — 1,322,754
$29,924,039 $ — $ 54,116,095
$ — $ — $ ~
20,328,207 e 33,700
104,923 —— —
20,433,130 e 33,700
— — 115,513,834
— e 4,369,002
— 28,500,000 38,568,560
9,490,909 (28,500,000) (104,369,001)
9,490,909 — 54,082,395
$29,924,039 $ — $ 54,116,095




Water
Conservation
Fund

1,751,871
71,254

5,408,715

$ 7,231,840

$ 1,896,047

1,165,735

3,061,782

5,001,499
1,751,871

37,416,688
(40,000,000)

4,170,058

$ 7,231,840

Water

Supply
Fund

$ 5,806

138,973,717
124,715

9,352,717

$148,456,955

$ 801,512

22,330,617

23,132,129

38,045,259
138,973,717

93,226,427
(144,920,577)

125,324,826

$148,456,955

Worker And
Community Right
To Know Fund

$ 74,902

3,500,000

3,957,245

$7,532,147

$ 307,590

2,884,673

3,192,263

110,063

4,229,821

4,339,884

$7,5632,147
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Total
Special Revenue
Funds

$ 10,242,822

221,243,396

391,521
195,678,768
270,019,270

24,959,395

770,660,404
1,967,320
12,980,017

$1,508,142,913

$ 215,838,913
3,473,062
134,687,102
6,533,846
22,629,664

383,162,587

317,071,713
298,432,193

638,935,080
(129,458,660)

1,124,980,326

$1,508,142,913




STATE OF NEW JERSEY
SPECIAL REVENUE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
FOR THE FISCAL YEAR ENDED JUNE 30, 1988

Alcohol Education, Beaches Boarding House
Rehabilitation & And Harbor Rentai
Enforcement Fund Fund Assistance Fund
REVENUES
Taxes $10,692,142 $ — $ —
Federal and other grants — — —
Licenses and fees — e ——
Services and assessments 1,857,843 — —
Investment earnings 907,626 442,327 868,435
Other - — —
Total Revenues 13,457,611 442,327 868,435
OTHER INCREASES
Transfers from other funds — — 6,000,000
Other o — —
Total Other Increases — —_ 6,000,000
Total Revenues and Other
Increases 13,457,611 442,327 6,868,435
EXPENDITURES
Public safety and criminal justice 1,696,856 — —
Physical and mental health 7,495,033 — —
Educational, cultural and intellectual
development — — —
Community development and
environmental management — 318,349 2,900,164
Economic planning, development
and security — — —_—
Transportation programs — — —
Government direction, management
and control — — —
Special government services — — —
Total Expenditures 9,191,889 318,349 2,900,164
OTHER DECREASES
Transfers to other funds 1,386,739 442,327 183,419
Other — — —
Total Other Decreases 1,386,739 442,327 183,419
Total Expenditures and Other
Decreases 10,578,628 760,676 3,083,583
Net Increase (Decrease) in Fund
Balances for the Year 2,878,983 (318,349) 3,784,852
FUND BALANCES—JULY 1, 1987 9,389,211 6,506,392 7,781,305
FUND BALANCES—JUNE 30, 1988 $12,268,194 $6,188,043 $11,566,157
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Catastrophic Clean
Casino Casino liiness in Communities
Control Revenue Children Relief Account Clean Waters
Fund Fund Fund Fund Fund
$ — $208,389,588 $ - $ 8,020,492 $ —
52,257,150 — — — —
— — 5,100,000 — —
— 14,916,972 — 498,040 680,296
— 3,471,897 — — 519,665
52,257,150 226,778,457 5,100,000 8,518,532 1,199,961
52,257,150 226,778,457 5,100,000 8,518,532 1,199,961
29,612,302 — — — —
— 77,299,784 — — —_
— 16,766,114 —_ — —
_ — — 537,408 1,361,684
— 66,495,428 — — —
— 7,547,460 — — —
21,964,837 18,890,908 — — —
51,577,139 186,999,694 — 537,408 1,361,684
60,648 4,800,000 e 406,702 1,794,940
60,648 4,800,000 — 406,702 1,794,940
51,637,787 191,799,694 — 944,110 3,156,624
619,363 34,978,763 5,100,000 7,574,422 (1,956,663)
95,004 191,271,347 — 5,067,191 18,350,904
$ 714,367 $226,250,110 $5,100,000 $12,641,613 $16,394,241
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STATE OF NEW JERSEY
SPECIAL REVENUE FUNDS

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES (Continued)
FOR THE FISCAL YEAR ENDED JUNE 30, 1988

REVENUES
Taxes
Federal and other grants
Licenses and fees
Services and assessments
Investment earnings
Other

Total Revenues

OTHER INCREASES
Transfers from other funds
Other

Total Other Increases

Total Revenues and Other
Increases

EXPENDITURES

Public safety and criminal justice

Physical and mental health

Educational, cultural and intellectual
development

Community development and
environmental management

Economic planning, development
and security

Transportation programs

Government direction, management
and control

Special government services

Total Expenditures

OTHER DECREASES
Transfers to other funds
Other

Total Other Decreases

Total Expenditures and Other
Decreases

Net Increase (Decrease) in Fund
Balances for the Year

FUND BALANCES—JULY 1, 1987

FUND BALANCES—JUNE 30, 1988

Clients’ Emergency Enterprise Zone

Security Fiood Control Assistance
Fund Fund Fund

$ — $ — $3,997,519

1,259,882 e —

410,269 163,378 324,004

1,670,151 163,378 4,321,523

1,670,151 163,378 4,321,523

807,886 — —_—

— 2,001,701 946,762

807,886 2,001,701 946,762

— 357,100 e

e 357,100 —

807,886 2,358,801 946,762

862,265 (2,195,423) 3,374,761

4,399,394 3,103,743 3,063,169

$5,261,659 $ 908,320 $6,437,930
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Farmland Gubernatorial
Preservation Green Trust Elections

Fund Fund Fund

$ - $ - $ -

552,338 980,443 e

— 175,805 1,456,065

552,338 1,156,248 1,456,065

552,338 1,156,248 1,456,065

— — (1,530)

2,738,379 33,572 —

2,738,379 33,572 (1,530)

861,034 197,252 —

275,915 — —

1,136,949 197,252 _

3,875,328 230,824 (1,530)

(8,322,990) 925,424 1,457,595

8,228,827 30,378,249 (860,872)

$4,905,837 $31,303,673 $ 596,723
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Hazardous Housing
Discharge Site Assistance
Cleanup Fund Fund

$ — $ —
3,262,197 —
347,802 31,636
— 220,738
3,609,999 252,374
— 1,500,000

— 1,500,000
3,609,999 1,752,374
78,465 —
78,465 —
15,552 252,374
15,552 252,374
94,017 252,374
3,515,982 1,500,000
3,953,951 8,179,981
$7,469,933 $9,679,981




STATE OF NEW JERSEY
SPECIAL REVENUE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES (Continued)
FOR THE FISCAL YEAR ENDED JUNE 30, 1988

Jobs, Science Medical Education Mortgage
And Technology Facilities Assistance
Fund Fund Fund
REVENUES
Taxes $ — $ — —
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